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THE STATE BANK OF INDIANA:! 


THE first constitution of Indiana (1816) forbade the estab- 
lishment of any bank unless it should be a state bank with 
branches. But it confirmed the charters of the two banks already 


.in existence—the Farmers’ and Mechanics’ Bank of Indiana, at 


Madison, and the Bank of Vincennes. The latter was in 1817 
made a state bank. It was badly, even fraudulently, managed, and 
early in the twenties was closed up by a writ of guo warranto. 
The Madison bank also went out of existence about the same 
time. This left Indiana without banks, the circulation being 
supplied chiefly by the Bank of the United States. 

The State Bank of Indiana was one of the results of Andrew 
Jackson’s war upon the United States Bank. Numerous 
scattered references? indicate that it was because of the expected 


t The material for this paper is drawn chiefly from the official Reports submitted 
to the legislature, and such matter relating to the Bank as appears in the Documentary 
Journal of the legislature, together with what collateral evidence could be obtained. 
Much remains to be desired. The books of the Bank, for one thing, are nearly all 


lost. 
The banking history of Indiana previous to the passage of the national bank act 


may be roughly divided into three periods. The first, 1816-1834, is not here treated. 
The second, embracing the life of the State Bank charter, 1834-1859, is the subject of 
study. The third period, that of the “free” banks, overlapping the latter part of the 
second, began in 1852 and continued until the national banks arose. A study of this 
third period would be exceedingly instructive, for it presents two systems side by side 
—the one very gratifying in its results, the other most disastrous. But it is here simply 
referred to. 

2 Report of the President of the State Bank, Dec. 12, 1835; Governor's Message, 

VoL. 4, No. 1. I 
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end of that “monster,” and the consequent withdrawal of its 
circulation, that the first bill for a state bank was introduced 
into the Indiana legislature. To provide a safe currency and 
prevent the flooding of the state with the uncertain paper of her 
neighbors, it was thought necessary that Indiana should have a 
bank of her own. One ortwo attempts had been made to estab- 
lish a state bank prior to Jackson’s veto in July 1832 of the bill 
re-chartering the United States Bank. The veto, however, had 
the effect of turning attention more strongly to the need of a 
state bank. Hence the next annual session of the legislature 
was largely occupied with a bill to establish a state bank." 
There was strong opposition and the measure failed. Dur- 
ing the following summer a number of public meetings were 
held in favor of a bank, and there was even talk of re-convening 
the legislature at once to reconsider the subject.* When, there- 
fore, the annual session was opened in December 1833, the 
Governor, in laying the matter before the Assembly, said: 


If . . . you find the public wishes and interests demand a bank, 
in establishing it it will be for you to introduce the needful restrictions, 
checks and guards, to save it from political bias or influence, to prevent 
any abuse or excess on the part of the directors and others employed 
in the administration of its affairs, and to secure the public against the 
probability of ultimate loss. 

1837-8 ; Jndiana Journal, Dec. 29, 1832 (communication signed “Citizen”); idid., 
Feb. 18, 1832 (Editorial). 

*A communication to the /diana Journal at this time (December 29, 1832), 
signed “Citizen,” is worth noticing. It urged the passage of the bank bill, stating 
that it had been discussed for some months in every quarter of the state and was gen- 
erally desired by the people; that business was already much depressed; and that 
the bank was needed to prevent the collapse of credit upon the close of the United 
States Bank, which would compel the withdrawal from Indiana of about $2,000,000 
in four years, for which some substitute must be had. 

2In Indianapolis the feeling was especially warm because of the action of Calvin 
Fletcher, then and afterward a prominent citizen, who represented the county in the 
legislature. It was said that his vote had defeated the measure. Being a conservative 
man, he had stood firmly opposed to what he considered an unsafe bill. But the 
people wanted more money at any cost, and he was loudly charged with having caused the 
ruin of the town’s business. He therefore resigned his seat. Latér events, however, 
justified his action. 
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The legislature of 1833-4 assumed a like conservative atti- 
tude. The bill was introduced into the house December 28, 
1833, by Mr. Dunn, and into the senate about the same time. 
The debate was very spirited, and the scrutiny of the bill unspar- 
ing; it was subjected to very severe attacks, and numerous 
amendments were made. The chief point of attack seemed to 
be the number of branches, which the bill fixed at ten. Repeated 
attempts were made to reduce it to five, with the thought on the 
part of many that the fewer the branches the less the mischief 
to be done. The provision stood, however. The bill passed the 
house January 18, 1834, by a vote of 49 to 24. In the senate it 
was amended so as to agree in all important points with the 
senate bill, and then, on January 22, passed bya vote of 18 to II. 
Because of a difference between the two houses as to the mode 
of electing the president, a conference committee was appointed. 
This committee, on January 24, reported a compromise, which 
was concurred in. On January 28, 1834, Governor Noble gave 
his signature, and the “Act establishing a state bank” went 
immediately into force. 

THE CHARTER.’ 

The charter thus granted created a system of banks, to be 
known as the State Bank of Indiana, which was to discontinue 
its active operations January I, 1857, but might remain in exist- 
ence, for the purpose of winding up its affairs, until January 1, 
1859. This system was to be composed of a State Bank and ten 
branches.? But the ten branches were really for most purposes ten 

*For the full text of the charter see the Appendix. 

? An eleventh branch was to be organized after one year, and a twelfth after three 
years. An act of February 6, 1837, made it the duty of the directors to locate not less 
than three nor more than four branches in addition to those provided by the charter, 
time and place to be at their discretion. Except as to the sixteenth branch, the bank 
gave its consent to this amendment on February 7, 1838. The thirteenth branch 
was in 1838 located at Michigan City. Funds for the others were never provided, and 
they were never organized. An act of January 31, 1842, created a seventeenth dis- 
trict; in this district, also, no branch was ever organized. An act of February 10, 
1843, repealed that part of the act of February 6, 1837, that provided for the fourteenth, 


fifteenth, and sixteenth districts; it repealed also the act creating the seventeenth dis 
trict. This left thirteen branches, which remained the permanent number. 
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independent banks, subject to a certain control by the State 
Bank; and the latter was really nothing more than a board 
(consisting of a president and four members chosen by the leg- 
islature, besides one member chosen by each of the ten branches) 
with restrictive and supervisory functions, but with little power 
of initiative. The State Bank was to keep an office at Indian- 
apolis, but the banking powers granted were to be exercised “ by 
and through her branches, and not otherwise.” 

Aside from the fact that the board of directors of the State 
Bank were to locate the branches, their power over the affairs of 
the latter was, indeed, in many ways great. They could limit 
and control the discounts of a branch after they should reach 
one and one-fourth times the paid-in capital; for cause they 
could suspend a branch, and even close it up entirely if its oper- 
ations should endanger the interests of the other branches, or if 
after one year it did not pay a profit of 6 per cent. on the paid- 
in capital; they could equalize the public deposits among the 
branches; they could examine each branch as often as they saw 
fit, and were required to do so at least once in six months; they 
could require reports from branches as often as they pleased, 
but at least monthly; they could call on all the branches to 
make up any deficiency in the assets of an insolvent branch ; they 
could regulate the elections for directors of the branches; they 
could regulate the dividends of the branches so far as to insure 
that the capital should not thereby be diminished and that a 
surplus fund of one-sixteenth the capital should be maintained ; 
they were to keep the plates and print the notes for all the 
branches, the notes to be signed by the president of the State 
Bank; and they were to fix the number of directors for each 
branch from ten to thirteen—of which they were to appoint three. 

Subject to these restrictions, the branches were to be free to 
conduct their business without control from the central board. 
As has been said, that board itself was to be chiefly composed 
of members chosen one each by the various branches, so that 
each might have a voice in prescribing the general rules for the 
Each branch was to elect its own board of 


conduct of all. 
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directors—except the three appointed by the state board. Each 
local board was to choose its own officers, and in general manage 
its own affairs. Whose notes to accept, what kind of security to 
demand, how much reserve to keep, what terms to exact—all 
these matters were to be within the discretion of the local board. 
The branch was therefore not a branch, in the sense that its officers 
were not agents of a parent bank, and its policy not entirely 
directed from the center. The stockholders of one branch were 
not, as such, stockholders in any other, and in the division of 
profits each branch was to be independent of all the others. The 
relations of the branches to the central board thus exhibited 
something of the nature of a federal union, with a large amount 
of local self government, but at the same time an efficient central 
supervision. 

The relations of the state to the bank as a whole were to be 
somewhat similar. The president and the four directors on the 
part of the state, by virtue of being chosen by the legislature, the 
former for five years, and the latter for four each, were respon- 
sible for their actions to the state authorities. They were to 
conduct all the preliminaries of organization, and because of their 
longer term of office would in other ways have naturally a greater 
influence than an equal number of the directors chosen by the 
branches (whose term was one year), although the latter greatly 
outnumbered them. The bank was required to make an annual 
report to the legislature, as were likewise the branches, while 
the legislature might at any time appoint a special examiner, 
with full powers of investigation, any officer who should make a 
false statement or report being guilty of felony. If such an 
examiner should find that the charter had been violated, or the 
governor should have reason to think that it had, action might 
be brought for the revocation of the charter. As one guarantee 
against political intrigue, no person holding an office under the 
general government or the state of Indiana, and no member of 
the legislature, could be an officer in the bank or any branch. 

The features of the system recited above show the extent of 
the power over the bank lodged in the state authorities, and the 
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power over the branches given to the board of directors of 
the State Bank. A strong motive for exercising these powers 
effectively was furnished by the state’s share in the acquisition 
of the capital. The capital stock was to be $1,600,000, in shares 
of $50, distributed equally among the ten branches. The state was 
to own one-half of this, individuals and corporations the remain- 
der.‘ Before any branch could commence business, $80,000 must 
be paid in, in specie, $30,000 by individuals and $50,000 by the 
state. The balance was to be paid in two equal annual install- 
ments, likewise in specie. In two years from the beginning, 
then, the entire capital was to be paid up in “hard cash.” The 
state’s predominating interest is further seen in the fact that 
individual subscribers might borrow from the state for the pur- 
pose of paying their second and third installments—not the 
first. To secure the funds to make these loans, and to pay its 
own installments, the state was to sell 5 per cent. thirty-year 
bonds, to the amount of $1,300,000. Among provisions intended 
to secure the creditors of the bank against loss, one naturally 
looks first to learn what was the liability of the stockholders. 
The wording of the charter upon this point does not seem per- 
fectly clear; and, since no occasion ever came up on which it 

* As a matter of course, when new branches were organized the capital was pro- 
portionately increased. But other changes were made in its amount. A law approved 
January 25, 1836, authorized an increase of the capital in each branch to $250,000, 
besides the subscription that any congressional township might make. By the law 
approved February 6, 1837, one-half of Indiana’s share in the surplus revenue of the 
United States (one-half being $280,000) was appropriated to increase the state’s stock 
in the bank. An act approved February 6, 1841, provided that, so fast as the debtors 
of the sinking fund should pay their debts, the commissioners of the sinking fund 
should invest the amounts so paid in bank stock, in the name of the state. By the 
provisions of an act approved February 15, 1841, the surplus revenue fund, the college 
fund, the saline fund, and the State Bank school fund were all to be called in and 
invested in bank stock. There is some doubt as to how thoroughly this was done in 
the case of the surplus revenue fund, inasmuch as that fund had been distributed among 
the counties, and whether or not it should be invested in the bank rested with them. 
(E. G. Bourne, Surplus Revenue of 1836). The depression succeeding the crisis of 
1837, however, rendered the increased capital superabundant; the result was an act 
(approved February 2, 1843) providing for “the reduction of the state and individual 
stock in the State Bank.” From that time on the amount of the capital was fairly 
constant (about $2,000,000). 
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was necessary to call upon them, it is hard to say what would 
have been the actual interpretation. As nearly as I can judge, 
however, they were liable to the amount of their stock. That is, 
after having paid up their subscriptions in full, they were still 
liable for an equal amount, in case of insolvency.* This pro- 
vision was strongly reinforced by section 9, as follows: ‘The 
said State Bank and each and every branch thereof shall mutually 
be responsible for all the debts, notes, and engagements of each 
other.” It was further provided (section 46) that the board of 
directors of the State Bank were to provide for paying the debts 
of any insolvent branch by calling on the other branches to con- 
tribute their proportions. In this connection it is to be remembered 
that each branch was represented on the state board. These 
arrangements insured a close watch on each branch by all the 
others. 

In addition to these remedial provisions fixing the liability, 
the interests of creditors were further considered in certain 
restrictive and preventive requirements. Specie payments should 
never be suspended, under penalty of paying 12 per cent. inter- 
est on the obligation; dealing in merchandise, or doing anything 


but a strictly banking business, was prohibited; holding real 
estate, except what was needed in the conduct of the business 
or had been taken in satisfaction of a debt, was prohibited; no 
bank notes were to be issued of less denomination than five dol- 


*By section 44, the board of directors of the State Bank are given power to 
appoint receivers for any branch that is insolvent or being mismanaged and to “sue 
for and collect . . . all contributions required from stockholders under the provisions 
of the one hundred and second section of this act, or so much as shall be necessary to 
meet the demands against such branch.” 

Section 102 says that, in case of fraudulent insolvency, when the assets do not 
cover the liabilities “the whole amount of the deficiency shall be assessed on the whole 
number of shares of the capital stock of said branch, and the sum necessary to be 
paid on each share shall then be ascertained, and each stockholder shall be liable for 
the sum assessed on the number of shares held by him not exceeding the nominal 
amount of such share, in addition to the sums paid or which he may be liable to pay, 
on account of those shares.” Whether the liability would be the same in the case of 
insolvency not fraudulent is not clear; yet that seems to have been the intention. 
Hugh McCulloch (Alen and Measures of Half a Century, p. 118) states that the lia- 
bility of stockholders was equal to the par value of their shares. 
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lars ;* notes were made payable at the branch where issued, and 
were to be signed by the president of the State Bank and the 
cashier of the branch; notes were not to exceed in amount twice 
the paid-in capital ; debts owing /o the bank as a whole were never 
to exceed twice the paid-in capital; debts due dy the bank as 
whole (exclusive of deposits) were not at any time to exceed the 
same amount; and debts due # or dy any branch (exclusive of 
deposits) were never to exceed that amount, except by permis- 
sion of the state board. Certain minor restrictions were also 
provided, such as prohibiting loans on the security of the branch’s 
own stock; loans to persons in arrears; indorsement for one 
officer by another ; dividends to delinquent stockholders or the 
transfer of their stock; the taking of greater interest than 6 per 
cent.; and discounts for the purpose of enabling stockholders 
to pay installments on their stock, or to withdraw the money 
after it had been paid. The bank being a monopoly, the attempt 
seems to have been made to so hedge about the business that it 
should be at the same time reasonable in its charges to the public, 
safe in its character, and profitable to the stockholders. 

In order that the bank bonds might be promptly paid off at 
maturity, a sinking fund was to be established, consisting of the 
following items: (1) All unapplied balances of the funds 
obtained by the sale of the bonds; (2) the sums received in 
payment of the loans made to stockholders, and the interest on 
such loans; (3) the dividends on state stock, and the dividends 
on the stock of individuals who had borrowed from the state to 
pay their second and third installments, and had not yet repaid 
their loans. The principal and interest of this fund was to be 
set apart for paying off the bank bonds, and was not to be used 
for any other purpose until that had been done; after that, it 
was to be a permanent fund, appropriated to the use of common 
schools. The sinking fund was to be lent on real estate security, 
and to be in charge of a board of commissioners of the sinking 
fund, composed of the president of the State Bank and the four 


* This was amended in 1841 so as to permit notes for amounts of one dollar and 
upwards. 
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directors appointed by the legislature. It was also the duty of 
this board to see to the prompt paying of the interest on the 
bank bonds. And they were required to make to the legislature 
an annual report of their operations. 

There is strong internal evidence to show that this charter 
was adapted from that of the Bank of the United States. The 
two are in many respects very similar, especially in the restric- 
tions on the business. For instance, both prohibited dealing in 
real estate; in both the debts were limited to a certain ratio to 
the capital; the penalty for suspending specie payments was the 
same —1I2 per cent. interest ; and, in both, dealing in merchandise 
was prohibited, as was any greater interest than 6 per cent. 
Each permitted existence for two years after active operations 
had ceased, and each provided the same remedy for violation of the 
charter — namely, a writ of sctre facias. Ina number of particulars, 
however, this charter differs from that of the Bank of the United 
States, and in some it is, from an economic point of view, a 
decided improvement. A difference in structure— making the 
Indiana bank something absolutely unique—has already been 
spoken of, namely, that the latter system was not composed of a 
great central bank with a number of subordinate offices. This 
may be partly accounted for by the fact that conditions were 
different in different parts of the state, necessitating local indepen- 
dence among the branches, in order that each might adopt such 
a policy as would best enable it to meet the business needs of the 
surrounding community. For, aside from the fact that some of 
the branches were in river towns, some in the interior, and 
one on the lake, the southern part of the state was settled from 
the South and the northern from the East—the result being that 
the people were different.‘ Indiana’s ownership of a greater 
proportion of the capital, also, naturally led to a greater share in 
the management; the proportion of state directors was larger. 
But the one point of difference in which the superiority of the 
Indiana plan is distinctly shown is the stringent requirement that 
the entire capital shall be in specie, and that one-half of the 


*McCULLOCH, Men and Measures, p. 78. 
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amount shall be paid in before operations commence. The type 
of bank thus established was the predominant one in those days. 
Safety was sought by limiting the debts to some multiple of 
the capital. There was no compulsory reserve and no preferred 
claim on the part of the note-holders. Neither the safety-fund 
nor the collateral-security system of securing the notes had yet 
risen well above the horizon; the country had still to see the 
beauties of the New York free banking act. Indeed, it would 
be too much to say that Indiana was at that time ripe for the 
modern methods. When the discounts were made almost entirely 
by means of bank notes rather than deposit accounts, and the 
great bulk of the creditors were the note-holders, it would seem 
that the interests of the latter were sufficiently protected by mak- 
ing all the debts a claim against all the assets. At any rate, it was 
a type of bank which retained a high degree of perfection in 
Indiana until the passage of the national bank act. 


THE ORGANIZATION PERIOD. 


On January 30, 1834, the legislature elected the president and 
the four directors provided by the charter, as follows: President, 
Samuel Merrill, of Indianapolis; Directors, Calvin Fletcher and 
Seton W. Norris, of Marion county ; Lucius H. Scott, of Vigo, and 
Robert Morrison, of Wayne. Mr. Merrill thereupon resigned the 
office of treasurer of state, which he had held for over ten years. 
These five men were to organize the bank. They met on February 
13and elected as cashier James M. Ray.* Atthis meeting the board 
located the branches at the following points: First district, 
Indianapolis ; second, Lawrenceburgh ; third, Richmond ; fourth, 
Madison; fifth, New Albany; sixth, Evansville; seventh, Vin- 
cennes; eighth, Bedford; ninth, Terre Haute; tenth, Lafayette.’ 

* Mr. Ray was then auditor and recorder of Marion county, which office he resigned 
to accept the new one. As cashier of the State Bank he served throughout the exist- 
ence of the institution, and then entered its successor, the Bank of the State of Indiana, 
in the same capacity. 


*A glance at the map of Indiana on the opposite page will show the geograph- 
ical distribution of the branches; four were on the Ohio, three on the Wabash, and 
three not on any navigable river, while all but two were near the boundaries of h 
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The books for the subscription of stock were opened April 
7, and kept open for thirty days, as required by the charter. 
Subscriptions did not come in rapidly at first, but before the 
books were closed the stock was all taken at each of the 
branches. In the meantime the canal-fund commissioners 
(designated by the charter to negotiate the bank loan) had in 
March felt the pulse of the Eastern stock market. They had 
found it unfavorable, other states of established credit offering 
bonds without success. In July business had revived and 500 
5 per cent. bonds of $1,000 each (enough to pay the state’s first 
installment of $50,000 in each branch) were offered. In August 
they were sold to Messrs. Prime, Ward & King, of New York, 
at a premium of one and five hundredths (1.05) per cent.' The 
amount (in specie) was all in the hands of the commissioners 
before the fifteenth of October. The first installment of indi- 
vidual stock at all the branches was promptly paid in specie 
(mostly Spanish and Mexican silver dollars)? on the tenth of 
November. The next day the branches elected their directors. 
On November 19, 1834, Governor Noble issued his proclamation 
declaring the bank ready for business. About December 1, 
active operations were commenced, and on January I, 1835, the 
loans stood at $529,843.75; circulation, $456,065; deposits, 
$127,236.30; specie, $751,083.29; capital paid in, $800,000. 
Conditions were favorable and at the May meeting of the state 
board it was found that in the different branches the profits for 
the five months had averaged about 2% per cent., though they 
varied considerably. No dividends were declared, but the entire 
amount credited to the surplus fund. In August 1835 bonds 
were sold by the state to the amount of $450,000— $400,000 
for the second installment in the original branches, at 4% per 
cent. premium, and $50,000 for the first installment on state stock 
in the eleventh branch, at 5 per cent. premium. In 1836 the 
state. This map also shows that the southern part of Indiana was settled first, and by 


people from the South. 
* Indiana Journal, December 9, 1834. 
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last of the state’s bonds on account of the bank were issued. 
They amounted to $440,000, and the money was paid to the 
president at New York on November 1, together with a part of 
the I per cent. premium. This made the bank loan $1,390,000," 
all of which was negotiated at a premium. November 25, 1835, 
the eleventh branch was established at Fort Wayne. The twelfth 
branch was located at South Bend, and authorized to commence 
business November 14, 1838. The thirteenth was located at 
Michigan City in 1838, but whether it began business in 1839 or 
1840 is not to be determined from the reports. At any rate the 
annual report for 1840 gives the list of thirteen branches, and 
this was the number from that time on. 

The heat generated by the Bank of the United States among 
national parties was reflected in the attitude of parties in Indiana 
toward the State Bank. Almost from the beginning there was 
a disposition on the part of Democrats to find fault, and on the 
part of Whigs to defend the bank with great acerbity. In the 
main this feeling was expressed only in talk. Occasionally the 
legislature might appoint a director with an eye to his polit- 
ical tendencies, yet the business was not interfered with. The 
most notable exhibition of party feeling was the deposing of 
Mr. Merrill, the first president. Mr. Merrill was a Whig, and 
the legislature of 1843-4 had, on joint ballot, a small majority 
of Democrats. His second term of five years expiring at this 
time, he was, after numerous ballots, defeated for re-election. 
Yet this display of partisanship luckily did not result injuriously, 
for the new president was Judge James Morrison, an eminent and 
able man. Mr. Morrison held the office until February 1853, when 
partisan feeling again asserted itself, and Ebenezer Dumont suc- 
ceeded him. Mr. Dumont continued till the expiration of the 
charter. 


* Several years later (1839), at a time when the state was going pretty heavily into 
the business of internal improvements, a large issue of bonds was made, $1,000,000 of 
them being for the purpose of increasing the state’s stock in the bank. But, because 
of the failure of the brokers to whom they were entrusted, the proceeds of these bonds 
never reached the state, and of course the bank’s capital was not thereby increased, 
nor were the bonds considered “bank bonds;” they did not become a charge on the 
sinking fund. 
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The career of the bank may be roughly considered as com- 
prising three periods: (1) 1835-6—a time of prosperity, per- 
haps more inflated than real; (2) 1837-43—a period of dan- 
ger and great depression; (3) 1844-59—a period of real pros- 
perity and smooth sailing. 


THE SUSPENSION PERIOD. 


The industrial and financial conditions of the country and of 
the state at the time of the organization of the bank were not 
conducive to sound banking. The multiplication of state banks, 
the rush for public lands, and the craze for internal improvements 
are well known as elements in the expansion preceding the great 
crisis of 1837. In Indiana the first of these can hardly have 
caused the others, for, as has been shown, the state was without 
banks prior to the commencement of business by the State 
Bank about January I, 1835; and by the time the bank reached 
a position where it supplied anything more than the amount of 
circulation withdrawn by the Bank of the United States the 
bubble had expanded well towards the bursting point. But in 
the other two respects the people of the state must plead guilty. 
Only about fifteen years previously the site of Indianapolis had 
been chosen in an almost trackless wilderness. But during the 
first years of the bank the population was rapidly increasing 
and the lands were being rapidly opened up. The result, of 
course, was a lively demand for capital, both for buying and for 
improving the lands. In internal improvements, however, the 
aberration of the time is most distinctly seen. Plans were laid 
to gridiron the state with 800 miles of canals and 200 miles of 
railroads, to be built simultaneously, and to connect with like 
works in Ohio and Illinois; and in 1836 a loan of $10,000,000 
was authorized for the purpose. It was a grand scheme, but 
quite premature in view of the fact that the population was as 
yet less than 700,000, and that the state’s resources were almost 
entirely undeveloped. When the collapse came, and the work 
was stopped, it was found that almost nothing had been com- 
pleted, and that the entire system was well-nigh useless. The 
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worst result was that part of the state’s debt was compromised 
at one-half, the creditors taking possession of the Wabash and 
Erie Canal in satisfaction of the other one-half. With industrial 
activities taking such a direction, it is almost a matter of course 
that the bank’s business was affected for the worse. A large 
part of its funds was lent to buyers and improvers of real 
estate." Bad as such loans always are for a bank, they were 
especially unsafe in this period of inflated values. Indeed, the 
bank managers themselves realized this fact.’ 

The justification for such loans was that at that time the 
industry of the state was predominantly agricultural, and that as 
yet its produce was not much in excess of the demands for home 
consumption; hence there was at first no demand for capital for 
commercial purposes, and a large demand for purposes of 
improvement. That this demand was largely speculative and 
premature is undoubted. Another influence aiding in the expan- 
sion of 1835 and the early months of 1836 was the bank’s 
becoming one of the United States depositaries early in 1835. 
The government deposits had steadily increased until in January 
1836 they had reached more than a million and a quarter. These 
funds of course increased the bank’s power to make discounts, 
which in most of the branches reached the limit fixed by the 
state board—twice and one-third their paid-in capitals. But 
after January the deposits were for a time not increased, and 
even declined somewhat from the point they had at that time 
reached. About the last of April (apparently as a result of this 


*McCULLOCH, p. 117. 


2“It affords gratification to state that the business of most of the branches has 
been so conducted as to have no direct influence in raising the price of real property in 
their immediate vicinity ; and it is believed that it has not been a leading motive at any 
of them to effect this object, and if, for want of other customers, too many loans have 
been heretofore made to speculators in land and town lots, this evil will soon be cor- 
rected. Business paper, more than can be discounted, is now offered to several of the 
branches, and at all of them a rapid increase of business, profitable to them and useful 
to the country, may be perceived.” [Here follows a forecast of the probable course of 
speculation, significant in the light of later events.] “The bank may exercise an 
important influence in these matters by withholding its aid from all schemes uncertain 
in their result.”"—Annual Report, 1835. 
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condition of the deposits) the discounts ceased to expand, and 
the circulation began to be contracted.* This was before the 
issue of the specie circular of July 1836. By requiring public 
lands to be paid for in specie, that circular could not but affect 
the discounts of those banks that lent their notes to aid in 
buying lands. In September, moreover, more than half a million 
of the government deposits were withdrawn. After July, then, 
the contraction of the bank’s issues was accelerated, and the 
amount of specie declined. After October, however, this move- 
ment was arrested and turned quite in the opposite direction by 
the payment of the final installment of the capital stock. Never- 
theless, the expansion could not continue. In the last months 
of 1836 the government began to withdraw its deposits. Asa 
result, even before the suspension of specie payments in 1837, 
the bank began to reduce its discounts. When the crisis of that 
year reached its height, and the state board learned that practi- 
cally all the banks of the country had suspended, they at once 
advised the branches of the State Bank to do the same.* This 


*See Chart I., showing Immediate Liabilities and Cash Resources of the State 
Bank of Indiana, for one day in each month. This chart is based on the figures of 
Table I., Appendix, pp. 109-113. 

2 The motives which influenced the board to take this action, and the facts they 
adduced in justification of it, cannot be better stated than in the words of the president, 
in his report to the legislative session of 1837-8: 

“No act of the state board has ever impressed them with a deeper sense of 
responsibility than that by which they advised the branches to suspend specie pay- 
ments. They were in session on the eighteenth of May last when information reached 
them that nearly all the banks in the United States had closed their vaults. The 
balance due this institution from other banks, and their paper then on hand, amounted 
to $1,102,858.56. This sum would have been totally unavailable while specie pay- 
ments were continued, and our bank must either have followed the example of others, 
or permitted the brokers and bankers of other states, the first informed and most active 
in these matters, to drain it of its specie, leaving the citizens of the state and large 
deposits due the general government unpaid, until collections of the notes and bills 
discounted could be made in specie funds, and until the banks could be compelled to 
pay what the public seemed to sustain them in refusing. If the $5,311,804.97 then 
due the bank for loans and for notes, and balances on other banks, had all been 
pressed for at once, much of it must have been sacrificed, many of our best citizens 
ruined, and the industry and enterprise of the state must have been paralyzed for years. 
. . . Asudden reduction of the circulation of the state from about four millions of 
dollars to less than one-fourth that amount must have occasioned the depreciation of 
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action received very general approbation from the people. A 
number of meetings were held in the state, and resolutions 
passed supporting the bank in what seemed the only possible 
course. A meeting of merchants at Indianapolis, May 19, agreed 
to take at par the paper of each branch of the bank. Ata 
meeting of citizens the same day and place, Mr. Lanier, of the 
branch at Madison (then a state director and later a member of 
the well-known house of Winslow, Lanier & Co.), stated, as 
showing the perfect solvency of the bank, that it had more specie 
in its vaults, in proportion to capital than any other banking 
concern in the country; that its means were more than adequate 
to meet all liabilities; and that nothing but self defense against 
unjust abstraction of its specie by other banks could for a 
moment induce the idea of suspension." 

The governor’s message to the session of 1837-8 referred to 
the suspension and commended it. But the legislature consid- 
ered the matter at great length, devoting a very large part of its 
time to the subject. The final outcome was that the select 
investigating committee of the house reported’ that the charter 
had been violated, but that it was inexpedient to have it revoked. 
the value of property in about the same proportion. The sixteen millions of dollars 
estimated to have been due at that time by the citizens of the state to the bank, to the 
different loan offices, to foreigners and to each other, would have been collected, or 
attempted to be, in a medium made four times more valuable than that in which it was 
contracted.” But by pursuing the course it did the bank “ paid off $761,920.13 of the 
debt to government, $288,085 of notes in circulation, and $106,994.69 of individual 
deposits, while the amount of specie decreased only $58,162.87, all of which has been 
paid to government or for change. Few new debts have been contracted in the state, 
the old ones have diminished more than a fourth in amount, the paper of the bank is 
generally taken at par, and the confidence of the public in it and its officers has 
exceeded their most sanguine expectations. Only one doubtful debt to the bank, of 
$400, is known to exist; but one person, and he is not now a resident of the state, has 


sued on its paper; and no doubt can exist in the mind of any intelligent citizen, 
but that specie payments can and will be resumed, whenever well-advised public 
opinion shall demand it.” 

* The suspension was not absolute. In a communication to the /ndiana Journal 
of June 10, 1837, Mr. Merrill stated that “deposits intended to be paid in specie are 
still so paid.” McCulloch also (p. 119) states that the bank continued to pay out specie 


for small change. 
2Mr. JuDAH’s Report on the Suspension of Specie Payments, January 1, 1838. 
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- The committee were ‘very unanimous” in refusing to recom- 
mend revocation, because the circumstances were well known, 
and the bank was considered necessary to public prosperity. 
But they agreed in recommending an amendment to the charter 
which, besides ordering resumption after a certain time, provided 
that any future suspension should be in itself a forfeiture of the 
charter. There was no doubt as to the solidity of the bank, and 
the legislature was evidently afraid that if it should be closed up 
the resulting contraction would only aggravate the existing evils." 
The recommendation of the committee consequently came 
to nothing. The directors meantime had sent a delegate toa 
convention of bankers at New York looking toward resumption. 
This convention resulted in nothing definite. In April 1838 
delegates were again sent to New York. This convention fixed 
upon the first Monday in January as the time for resuming, the 
Indiana delegates using their best efforts to secure an earlier 
day. The directors, however, endeavored by correspondence 
with western banks to have an earlier resumption agreed upon. 
In consequence of the discussion, a general resumption took 
place August 13, 1838, the Indiana banks accomplishing the fact 
with but little inconvenience. 

During this suspension the discounts were contracted (circu- 
lation and specie remaining stationary), and the credit of the 
Indiana banks scarcely suffered. Indeed it was stated that the 
“notes of the State Bank of Indiana are in great repute, and 
command a premium at Nashville, Natchez, and New Orleans.’’? 
After the resumption the normal expansion of discounts and cir- 
culation in the winter and spring months took place, with the 
subsequent contraction in the summer. But the depression was 


*The representative from Parke county, in an address to his constituents afterward 
published, says: ‘‘ Although the investigation savored strongly of persecution, it 
resulted in everything the country could ask. It is certainly one of the greatest com- 
pliments . . . . [that the bank] passed through the hands of a committee of so much 
talent, and a majority composed of the most implacable enemies to it that could be 
found in the state, and yet nothing was discovered calculated to raise a solitary doubt 
as to its perfect solvency.”—Jndiana Journal, April 14, 1838; reprint from the 
Rockville Intelligencer. 

2 Indiana Journal, July 7, 1839; reprint from Philadelphia Pudiic Ledger, July 2. 


: 
i 
ee 
ia 
| 
4 
] 


18 JOURNAL OF POLITICAL ECONOMY. 


not yet over, and in November 1839* the bank thought it neces- 
sary to again suspend payments, the branches this time not being 
advised to that step, but left to use their own discretion. There 
followed nearly three years of the deepest depression, commer- 
cially during which the bank was operating upon the very 
uncertain basis of a partial suspension. This condition seemed 
to be taken for granted, for the report for 1840 does not mention 
it. But in the report for 1841 the president says: 


During the past year most of the banks in the western, middle and 
southern states have suspended specie payments. Ten of the branches 
of the State Bank, also, it is understood, have not uniformly paid 
specie on their notes when demanded, and probably the three others 
would have refused if their notes had been presented in large amounts 
from abroad. There have been, however, no protests of the notes of 
the bank; no demands which have not been arranged ; no payment of 
the 12 per cent. penalty, except for very short periods, and no com- 
plaints to the state board of any one considering himself aggrieved in 
this respect by the branches. 


It seems, though, that it did not much matter, because the 
energies of the community had been largely exhausted, and the 
business of the bank during this period was at alow ebb. But 
during the session of 1841-2 the legislature took the matter in 
hand, and by a joint resolution approved January 31, 1842, 
ordered the State Bank to resume specie payments by June 15, 
on penalty of forfeiting the charter. The proviso was made, 
however, that, if the banks of the surrounding states did not 
resume by that time, there should be no forfeiture for a refusal 
to pay specie to such banks, or to any person wishing to send it 
without the state “for purposes of traffic.” In compliance with 
this order, the bank resumed on June 15, 1842, and never again 
defaulted. For several months previous to that day the officers 
of the bank had been preparing for resumption by redeeming its 
notes found in the cities on the borders of the state, wherever. 
they were not in actual circulation.” The like was done to some 


* President's reply (January 28, 1843) to certain resolutions of the legislature. 
* President’s Report, December 7, 1842. 
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extent within the state." The result was that the resumption was 
effected with perfect safety to the bank. Whether it was also 
without great inconvenience to the people is not so easily deter- 
mined, for the reduction in circulation was over a million and a 
quarter during the first ten months of 1842, while the loss of 
specie was only about $350,000. Yet one feels inclined to say 
that resumption at any cost was better than the previous condi- 
tion, and it is hard to see how it could have been safely accom- 
plished in any other way than by previously buying up the notes 
with such funds as would be accepted. 

The legislature of 1841-2 must have been composed either of 
very energetic conservatives or of enemies of the bank; for, 
besides ordering a resumption, it exercised its right under the 
charter of appointing a special examiner. The agent appointed 
was Mr. Nathan B. Palmer, a prominent and competent man, and 
a Democrat. Perhaps this last fact must be duly considered, in 
view of the differing attitudes of the Whig and the Democratic 
parties toward all banks, and of the fact that the president of the 
State Bank was a Whig. But after making all allowance for any 
possible prejudice that Mr. Palmer may have had, and for pos- 
sible errors of judgment on his part, the report which he made 
to the legislature in December 1842 remains an able and exhaus- 
tive document. Beginning in April 1842, Mr. Palmer set 
himself to determine, “with all the care and scrutiny practicable,” 
the exact condition of the bank and the causes which had 
“operated favorably or adversely” to its interests. ‘To this 
end,” he says, ‘‘an absolute and actual count of all their cash, 
both coin and paper, has been had, together with an examination 
and scrutiny into all accounts with other banks, institutions and 


*“ We understand that Mr. Merrill, the president of the bank, is now visiting the 
different branches in the state, ascertaining their situation and preparing them for 
resumption. It is said he is also taking up all the Indiana Bank bills he can find 
either with brokers or business men, and paying for them with Kentucky or Southern 
funds. It has been stated to us that our banks are paying specie now in small sums 
for the accommodation of men and business, making the resumption gradual. But we 
can discern that their bills are retiring from circulation among us, and by August next 
there will be little or nothing in circulation among us, except Indiana treasury notes.” 
—Brookville American; reprint in Niles’s Register, April 2, 1842. 
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individuals—and the names, amount, and character of their bills 
receivable and other evidences of debts and credits, of every 
description, connected with the institution.”” He concludes that 
“the State Bank at the period of this examination presents a 
favorable attitude, so far as regards a comparison of her present 
cash means with her immediate cash liabilities, but an unfavor- 
able aspect in relation to the solvency and availability of the 
amounts due her on her discount line in both notes and bills.” 
Mr. Palmer shows that the cash assets are equal to about 
one-half its immediate liabilities, three-fourths of the cash being 
actual specie. This he considers a safe condition. But as to 
total means he finds a deficit of $333,422.03." This result is 
reached by placing a much lower estimate on the value of the paper 
held by the branches than that made by their officers. With us, 
then, the question is to decide as to whose judgment was the better. 
In support of Mr. Palmer’s opinion it may be said that he was a 
clear-headed man, as the general impartial tone of his report 
shows; that his not belonging to the community whose paper he 
was examining left him in each case presumably without preju- 
dice; that the officers of the branches, on the other hand, would 
naturally have a good opinion of the paper which they had 
accepted; that the collapse of prices after the crisis of 1837 
must have depreciated the bank’s securities to a great extent; 
and that the “suspended debt”’ was for many years after a con- 
siderable item in the bank’s accounts. In support of the officers 
of the branches is their character, they being in general among 
the best and most capable men in their respective communities; 
their greater familiarity with local conditions, with the proba- 
bility that they were better able than was the examiner to place 
a true estimate upon the ability of their debtors; and, not least, 
the fact that the ultimate result of the bank’s operations was such 
as to show it perfectly sound and to return to the stockholders a 
handsome profit. It may perhaps be fairly concluded that the 
* As the capital stock was $2,731,357.14, a sudden closing of the bank would have 
necessitated an assessment on the stockholders of something over 8 per cent. 
2 Hon. Hugh McCulloch, then cashier and manager of the Fort Wayne branch, has 
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true position was somewhere between the two—that, while there 
was great truth in Mr. Palmer’s statements, his estimates were 
somewhat too radical. 

In discussing the causes of this unsatisfactory condition, Mr. 
Palmer was not disposed to criticise the bank adversely on 
account of the depreciation of its securities; he thought the most 
prudent business man could hardly have escaped with less loss. 
But upon one point he is severe; some of the branches had been 
in the habit of granting special favors to their stockholders and 
directors, in some cases allowing directors to retain their offices 
even after their notes had gone to protest. This practice he 
unqualifiedly condemns. He refers also to dealing in “fictitious” 
bills of exchange as a bad practice that had been indulged in to 
some extent. 

The remedies suggested were very practical. The state owed 
the bank $234,447.27 on account of advances made to contract- 
ors on the public works, besides which the bank held $431,520 
of sinking fund scrip, and $264,080 of bonds, issued to it by 
the state for other advances. The total of these items was 
$930,047. But the state’s stock in the bank was considerably 
in excess of the amount required by the charter. Inasmuch, 
therefore, as the entire capital was much larger than what could 
be profitably used at that time, or could probably be used for 
several years, he suggested that the state redeem its obligations 
by surrendering part of its stock. He suggested also that the 
same plan be followed with those stockholders who had become 
delinquent debtors, the stock to be surrendered at its appraised 
market value. The legislature of 1842-3 accordingly passed a 
law (approved February 2, 1843), authorizing such a reduction 
of the stock. A law of February 11 also declared debtors to 
the bank ineligible to be directors or to vote for directors. With 
the accomplishment of these reforms, during the year 1843, the 
evil results of the prolonged suspension began to disappear, 
and the bank’s troubles may be said to have ceased.' 


very kindly responded to some personal inquiries, saying among other things: “ We 
thought Mr. Palmer’s report did not do full justice to the bank.” 
*Among other questions, Mr. Palmer asked the officers of each branch one con- 
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THE FINAL PERIOD. 


From this time (1843) the career of the bank was one of 
great prosperity, and there is little of special interest to record. 
During the latter part of the forties there was considerable 
opposition, which was reflected in that provision of the present 
constitution (framed in 1850-1) which forbids the state to hold 
stock in any corporation. One cause was the fact that the bank 
was regarded by many as a monopoly and an extortioner; and 
when the bank refused its assent to the organization of new 
branches, as it did,’ this feeling was undoubtedly strengthened 
The convention was probably influenced also by the state’s inter- 
nal improvement experience and by the example of other states 
in making like provisions. 

The constitution of 1851 also permitted a free banking law. 
When such a law was passed in 1852, it destroyed the monopoly 
which the state bank had hitherto enjoyed, and from that time 
there was certainly plenty of capital devoted to banking in the 
state. There was some question as to whether the,.bank under 
its charter did not have the right to oppose the establishment 
cerning the premium on specie in the notes of the branch both before and during the 
suspension. Michigan City did not respond, and Lafayette reported that they “could 


not say” as to the time before the suspension, and that it varied at different points 
during the suspension. The others answered as follows: 


Before During 
suspension, suspension. 

Indianapolis, - - Par 2-5 per cent. 
Lawrenceburgh, - - Slight 5-Io “ 
Richmond, - - Par 2,3-I0 “ 
Madison, - - 2-10 
Evansville, - - - 
Vincennes, - - Par 

at Louisville, - I-2 5-6 “ 
at other points, - 1%-3 
Terre Haute, - - - Par ~~ * 
Fort Wayne, - - Par 2 * 
South Bend, - - - Par 5-10 “ 


Niles's Register, once or twice during 1839, in its quotations, gave Indiana notes 
at five to six per cent. discount in New York. 


* Annual Report, 1849. 
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of these “free banks,” and a nice constitutional controversy 
might have been raised about that point. But in view of the 
short time the charter had to run the officials decided not to 
contest the matter and to retire gracefully from the field at the 
' end of their allotted time. 

The last years of the bank were the most profitable, and 
when it ceased active operations it was in excellent condition. 
The results of the settlement of its affairs were very satisfactory. 
At two of the branches—South Bend and Michigan City—a 
final distribution was made before the first of January 1859; in 
eight of the others—Lawrenceburgh, Richmond, New Albany, 
Evansville, Vincennes, Bedford, Terre Haute, and Lafayette— 
sales were made of the remaining property and assets, and the 
business thus closed. But in three—Indianapolis, Madison and 
Fort Wayne—it was thought advisable to take a longer time in 
closing; their effects were therefore placed in the hands of 
assignees. A few items of the assets of the Vincennes branch, 
not included in the sale, were also assigned. The amount real- 
ized upon each share of stock of the par value of $50 varied from 
$58.50 at Bedford to $90.53 at Lawrenceburgh, the average being 
$76.85. Besides this there were certain sums realized upon the 
assets assigned by the four branches mentioned.* When the 

t The rate per cent. of dividends for the different yedrs was as follows, as given in 


the annual reports. The figures are averages of all the branches, which accounts for 


the fractions : 
Per cent. Per cent, Per cent. 


1835 +. 1843 4-71 1850 10. 

1836 - 9.36 1844 - 6.80 1851 - 9-35 
1837 8. 1845 7.90 1852 9.35 
1838 - 9.63 1846 - Pinkie 1853 - 9.58 
1839 ene 1847 8.34 1854 12. 

1840 1848 - 9-53 1855 - 15.77 
1841 9.33 1849 9.80 1856 18.42 
1842 - 


For the years 1851 and 1852 in ten of the branches, and for the year 1853 in 
nine, dividends were made from the surplus fund that are not included. For the 
years 1854, 1855, and 1856 the figures include dividends from the surplus fund. The 
amounts are average dividends of all the branches ; they therefore do not exactly show 
the profits on each share of stock, since the capitals of the branches were not equal. 
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business was about closed up, it was seen that a considerable 
amount of the circulating notes (in spite of repeated public 
notices to holders and of other efforts to bring them in) would 
still remain in the hands of the public after the bank was dis- 
solved. At the close there were in circulation $339,789 of the 
notes, out of $4,208,725, the amount outstanding January I, 
1857." In order to prevent the least stain upon its reputation, 
an estimate was made of the amount that might probably be 
brought in after the close of the bank, and contracts were made 
with competent brokers for the redemption of all that should 
be thus brought in. The plan worked well, and many notes 
were redeemed by these contractors, though many thousands 
were not presented for payment.? 


THE SINKING FUND. 


The sinking fund might be considered separately from the 
bank, as being simply the means adopted by the state for pay- 
ing off the bank bonds and for profitably investing the state’s 
dividends. The two institutions were in that sense entirely dis- 
tinct. Yet they were complementary in their operations, for, 
while the aim of the bank was to base its business on short-time 
discounts and to steer clear of real-estate security, the policy of 
the sinking fund commissioners was to lend money on long time, 
secured by mortgage on real estate to twice the amount of the 
loan. To get the bank started, the commissioners of the sink- 
ing fund issued the bonds of the state for $1,390,000, which were 
sold for specie, chiefly Mexican and Spanish silver. Of this 
amount $880,000 was spent for stock on the part of the state. 
The rest was available for individual stockholders, who could 
borrow of the sinking fund for the purpose of paying the second 
and third installments on their stock. The state’s profits from 
the bank were turned into the sinking fund. This fund was to 
guarantee the ultimate payment of the bank bonds, and also the 

Report of the President, January 7, 1859. 


2 Up to January 1, 1861, the contractors had cancelled notes to the amount of 
$52,602.50. 
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prompt payment of the interest on them, which was regularly 
paid,’ though the holders of other obligations of the state were 
not so fortunate. The fund could not be appropriated to any 
other purpose until the bonds had been paid. This was promptly 
done, some of them being taken up before maturity. The sink- 
ing fund was turned to productive use by being lent to the people 
of the state, and in later years was also largely invested in bonds 
of the state. In this way there was amassed, by the time the 
charter ran out, quite a large sum, which was to be set apart, 
after paying the bank bonds, as a permanent school fund. 
Although real estate values were greatly inflated during the 
earlier years, the commissioners were very careful and the fund 
never suffered any loss from bad debts. The fund and its profits, 
together with the amounts turned over by the nine branches 
that had closed business, amounted, at the time of the report of 
the commissioners on November 15, 1858, to $2,780,604.36. 
There were four branches having assets yet to be converted, 
from which there was afterward realized $79,296.10.2, About 
one-half of this amount was due to the stockholders in those 
branches; the rest to the sinking fund, making the total 
amount realized from the bank and from the sinking fund dur- 
ing the lifetime of the bank something over $2,800,000. This, 
however, was not the final amount. The fund could not be 
wound up at once, and therefore continued its operations for 
some years longer, with increased profit. When the sinking 
fund was turned over to the care of the auditor, on January 21, 
1867, the statement of means and liabilities showed a balance 
in favor of the fund of $4,647,016.17. In 1870 the auditor 
stated that the common school fund had up to that time 
received from the sinking fund about $3,500,000 in non-nego- 
tiable 6 per cent. bonds. He says also that the fund has on 
hand or in process of collection over $1,250,000, “‘so that by the 
time this fund is finally closed it will have added to the sacred 

* President's Report, December, 7 1842; also the Report of December 30, 1856, 
“Survey of Operations.” 

2 Reports of Sinking Fund Commissioners, 1859-66. 
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cause of common school education a permanent interest-bearing 
fund of nearly five million dollars.” It needs to be said that of 
the amount still to be collected $350,948.65, which had been dis- 
tributed among the counties, might be hard to collect because 
of certain legal difficulties. This is as definite a statement of the 
profit to the state from the bank project as has been obtained, 
but it is doubtless somewhere near the ultimate figure, and we 
may be abundantly safe in saying that the amount realized by 
the school fund was largely in excess of three million and a half 
of dollars. 
THE COURSE OF BUSINESS. 

The community in which the State Bank of Indiana found 
itself was in 1834 almost exclusively agricultural. The need of 
credit for commercial purposes was therefore confined very largely 
to transporting the surplus produce of the farms. Another need 
was facilities for improving the land, for establishing such 
industries as there must be even in agricultural communities, and 
in general for opening up the resources of the state. At this 
period also the desire for great works of internal improvement 
was gaining ground. And doubtless the expectation that the 
bank would assist in the developing of resources, both public and 
private, had much to do with its establishment. This need for 
permanent capital was practically the same throughout the state, 
but the need for marketing facilities was not. ‘The pork season, 
when the great discounts are needed, comes on at the Ohio River 
in November and December, and on the Wabash in February and 
March, while in the interior the purchase of hogs and cattle for 
fattening is generally made still later, and the lake trade does not 
commence until a subsequent period.”* The predominance of 
agricultural interests is further shown in the estimate made by 
Mr. Merrill that, throughout the state, population being about halfa 
million, there were only about goo persons engaged in merchandise, 
and an equal number in the river trade and as horse, cattle, and hog 
drovers, with a few manufacturers. The superior importance of 


* PRESIDENT MERRILL, inacommunication tothe /mdiana Journal of February 23, 
1834, explaining the charter. 
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agriculture naturally had a great influence upon the subsequent 
policy of the bank. 

At the beginning, then, the bank was likely to be called upon 
for loans from two different sources — from those who wished to 
market their produce, and from those who wished to sink capital 
in permanent improvements. The officers of the state board, 
however, clearly saw the danger in allowing the means to be used 
in making long loans. They declared the proper policy to be to 
make short-time loans based upon commercial transactions, and not 
to lend funds upon immobile security, or to suffer loans to be 
repeatedly renewed.‘ Here we have one of the fundamentals of 
sound banking clearly perceived. That the branches did toa 
considerable extent depart from this line of conservative action has 
been seen in treating of the period of the suspension. Perhaps 
under the circumstances they could have done nootherwise. Yet if 
their action was a necessity it was an unfortunate one, and the 
results we know. Experience, however, soon taught the necessary 
lesson, and with the revival of business after the resumption of 
1842 the policy originally laid down by the president and state 
board began to be consistently carried out. About 1842 the 
policy was adopted of dealing more largely in bills of exchange 
than in promissory notes, with the result that the relation of the 
two items was soon completely reversed, so that, by the time the 
bank closed, its discounts were almost entirely composed of the 
former. The officers thought that by such a course they accom- 
plished the double object of encouraging legitimate business and 
securing the safest and most profitable funds. This is the broad 
general fact in regard to the course of business operations which 
chiefly requires notice, and which probably gives some explanation 
of the great prosperity of the later years. But there are some 
other points requiring attention. 


* The first Annual Report (December 5, 1834) contains the following: “Tomake 
loans for short periods, and for special purposes, and to require them to be paid 
punctually, will be found the most profitable to the bank, and the most useful to the 
country. This mode of doing business will keep out the paper of the bank; will 
bring in good funds ; will accommodate the greatest number of customers ; will suit the 
business of those who are taking the productions of the country to a market; and, by 
encouraging punctuality and regularity, will benefit the whole community.” 
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ChartI. exhibits (for one date in each month) the items of 
discounts, specie, circulation, and deposits, from the beginning 
until the year 1851. By comparing the circulation with the 
deposits we see at once a very striking difference between modern 
banks in the United States and those of sixty years ago. We 
see that whereas at present bank credits are obtained almost 
exclusively in the form of deposits—simple credits on a book — 
at that day the reverse was true—bank credits were in the form 
of circulating notes. It will be seen that the correspondence 
between discounts and circulation is remarkably close, the latter 
rising and falling with the former, throughout the period here 
presented. The divergence of the two lines during the earlier 
years is doubtless because the large government deposits, which 
were used for discounting, were composed of various kinds of 
funds. The bank might therefore largely increase its discounts 
without increasing either its circulation or its individual deposits, 
and without decreasing its specie. It is thus clear that the use 
of deposit accounts as a credit function had practically no 
existence in this bank.* It is even doubtful that the deposits, 
small as they were, had the nature of credit; part of them, 
assuredly, were merely deposits of money for safe keeping. The 
fluctuations in the deposits after 1846 do indeed indicate that 
these accounts came more and more to be used in the modern 
way as means of discounting. During these years the fluctuations 
correspond in time quite closely to those in the discounts, indicat- 
ing that the two were results of the same operation. Yet even 
at the last the deposits occupied a position of relatively little 
importance. We see, then, that this bank, quite in accord with 
the spirit of its time, was pre-eminently an issue bank. 

The agricultural character of the state’s industries explains 
another peculiarity in the bank’s business—namely, that the 
discounts rose in the winter and fell in-summer, being at their 
highest point usually in January or February and lowest in July 
or August. The pork season is referred to by the president as 


* What banks of discount and deposit there were in the state of necessity so used 
deposits ; but it is believed that their number was few and their business only a small 
fraction of the total banking buséness of the state. 
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the time when the greatest discounts were needed. Buying in 
the early spring, for fattening during the summer; shipping in 
the late fall; and packing in the winter — these various phases of 
the pork business seem to furnish the chief explanation of a thing 
which is just the opposite of present conditions, the discounts of 
modern banks reaching their highest point in midsummer. 
“Pork,” then, explains this regularly recurring phenomenon. 
The variations in the discounts over longer periods merit 
some further notice. There was a rapid expansion until 1837, 
when the suspension took place; a contraction of discounts 
(but not noticeably of circulation) then followed. When resump- 
tion was effected in 1838 the discounts again rose, but fell again 
after the second suspension, and continued to fall until after the 
permanent resumption of 1842, reaching their lowest point in the 
summer of 1843. The circulation, during both suspensions, 
remained comparatively on a level, while the discounts fell. 
These facts certainly do not show that in this bank a suspension 
loosened all sense of obligation, causing the necessity of ultimate 
payment to be lost sight of, and resulting in an expansion out of 
all proportion to cash means. On the contrary, the conservative 
character of the management as a whole is shown in the fact that 
contraction followed suspension, and expansion occurred only on 
a specie basis. After 1843 the discount line is seen to rise 
steadily until 1853.1 During 1854 there was something of a 
financial flurry, when specie went East and there was a contrac- 
tion of discounts. The entire course of the discount business 
would indicate that the crisis of 1837 exerted a very depressing 
and long-felt influence, but that when that was overcome the 
bank’s career was one of continued prosperity. It will be noticed 
that from the early part of 1836 until the latter part of 1838 
there is a considerable divergence between discounts and circula- 
tion that is not offset by individual deposits. But at the same 
time there were large government deposits on hand. These 
were used for discounting. Ifthe government deposits furnished 


*For annual data after 1851, see Table IV., Appendix, p. 114. Monthly data are 
available only up to October 1851. 


) 
{ 
{ 
) 
) 
t 
i 
} 
{ 
j 
| 


30 JOURNAL OF POLITICAL ECONOMY. 


a means of discounting, they also formed a liability. How, 
then, did they affect the relation between immediate liabilities 
and cash resources? They were at their highest August 20, 
1836, being then $2,367,111.97. At the same date the circula- 
tion was $2,032,235, and the individual deposits $392,820." 
Adding these, we have as the total of immediate liabilities 
$4,792,167.04. At that time the specie on hand was $1,102,- 
595.12. This gives the actual specie means as 24 per cent. of 
the immediate liabilities. The city banks in the present national 
bank system are required to keep 25 per cent. of reserve in 
legal money. The government deposits evidently did not 
endanger the safety of the bank. 

Throughout the existence of the bank, the reserve, although not 
large, was fairly safe.» At any date during the first suspension 
the specie was considerably over one-third the sum of circulation 
and deposits. At the time during the first resumption when the 
circulation was highest (June 29, 1839) the sum of circulation 
and deposits was $4,485,412.38. Specie on hand being at the 
same time $1,317,878.50, it amounted to 29 per cent. of the 
immediate liabilities. At no time during the second suspension 
was the ratio less than 24 per cent., while during the greater 
part of that period it was in the neighborhood of 30 per cent. 
Immediately after the final resumption of 1842, when the specie 
was at its lowest point, it was 39 per cent. Perhaps the time 
when the bank was weakest in this respect was January 31, 1851. 
The sum of circulation and deposits was $4,818,290.29, while 
the specie was $990,696.48 —a percentage of about 20. We may 
be safe in saying that the bank never had specie to an amount 
less than one-fifth the immediate liabilities. This is less than the 
city banks are now required to keep; but the fairer comparison 
is with the country banks, which are permitted a reserve as low 
as I5 percent. It must be remembered, too, that if we add to 
the specie the notes of other banks on hand (usually several 

* See Chart [., and Table I. in the Appendix, p. 109. 


2 After 1851, however, the figures available are of little service in determining this 
point, being for only one date in each year. 
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hundred thousands) the condition is seen more favorably. And 
certainly we may make some allowance on that score, in view of 
the fact that the reserve of the national banks is not all hard 
money. 

In this connection reference may be made in a general way 
to the relative amounts of gold and silver in the reserve. Chart 
II.* gives a graphic representation of these items for one date in 
each year until 1848, and also for the years 1853-6 inclusive. 
For the intervening years the specific figures have not been 
found. We see that at least as late as the latter part of 1848 the 
reserve was four-fifths silver, and in previous years had contained 
even a greater amount of silver. But in the last years given the 
reverse was true, and gold formed nine-tenths of the reserve. 
The exact date at which the transition took place is unfortunately 
not known. Mr. McCulloch states that the reserve continued to 
be in silver “until it was sold for gold at a premium of about 3 
per cent. on Mexican dollars and 6 per cent. on Spanish,” but 
does not tell us just when. It is of course a matter that does 
not materially affect the business of the bank, but it would be 
interesting from the point of view of monetary history to 
know whether this condition of the reserve was merely a result 
of the actual state of the currency in general,? or was due to 
inertia in the bank officials such as to overcome an overvalua- 
tion of gold, resulting from the change in the ratio made in 
1834. 

The amount of control actually exercised by the state board 
over the branches is shown by a couple of incidents occurring in 

* Chart II., showing specie on hand, is based on the figures of Table II. (Appen- 
dix, p. 111), taken from the annual reports to the legislature, and shows the items as 
reported for one day in each year (usually the third Saturday in November). For 
1839 and 1848-53 the reports do not give these items. 

2Mr. McCut.ocn (Men and Measures, p. 119) thinks that it was. He says that 
the coin “at that time was silver, and practically silver only. Although the double 
standard existed in the United States, the metallic currency of the country chiefly, and 
throughout the West exclusively, from the time the bank was organized in 1834 to the 
discovery of gold in California in 1848, was silver. ... I had been a banker for 
fourteen years before I handled or saw a dollar in gold, except the ten-thaler pieces 
which were brought into this country by German immigrants.” 
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1843. In the report for that year the president has the fol- 
lowing to say: ‘“‘The South Bend branch was for a time during 
the past year considered to be in an unsafe position. It was 
restricted in its discounts and required to make collections, 
which being effected, and the character of the officers of the 
branch being a guarantee that the privilege would not be abused, 
the transaction of bank business to a limited extent was again 
permitted.” 

Regarding the Lawrenceburgh branch, also, he says that there 
had been trouble with it almost from the first; that its officers 
and stockholders were granted large loans, many of which were 
allowed to stand for a long time without material reduction ; 
that the state board had from time to time called attention to 
these evils; that from June 1842 to April 1843 the branch was 
in continual danger of failure; that various hazardous expedients 
were resorted to; and that when these were discovered by the 
examiners a change of policy was adopted, lasting from April to 
November, which was very unpalatable to many stockholders. 
Consequently, when the November election arrived, this danger- 
ous element secured control of the branch. Other remedies 
having failed, the state board at its November session ordered, 
without a dissenting voice, that the branch be suspended. The 
suspension did not last long, however, for the branch ‘was 
reinstated February 26, 1844. Were the facts easily accessible 
it would be very instructive to investigate the exact extent to 
which the state used the bank for its own fiscal purposes. It very 
evidently did to a considerable extent borrow from the bank— 
among other things, in anticipation of the fourth installment of 
the surplus revenue, which was never received. It also bor- 
rowed largely to pay the contractors on the internal improve- 
ments. The bank was at times seriously embarrassed because 
of these things." 


The State Bank of Indiana was a decided success, both from 
the point of view of the public and from that of the stockholders 


* When the State Bank of Indiana ceased operations (January 1, 1857), it was at 
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It fulfilled the purpose of its creation in supplying to the public 
a safe and elastic currency to aid in conducting the business of 
the state and in supplying the need created by the withdrawal of 
the notes of the Bank of the United States. For the stockhold- 
ers it was a very profitable investment. And the degree of 
efficiency attained by the common schools of Indiana is doubtless 
due in no slight degree to the large profit from the sinking fund. 
Two things perhaps contributed toward this success—the excel- 
lence of the charter and the excellence of the bank’s man- . 
agers. The points that contributed toward the excellence 
of the charter are numerous, and can hardly be briefly sum- 
marized; it was a system of many checks and guards. But 
three things stand out before all others. First and fore- 
most is the mutual responsibility of the branches. Abun- 
dant latitude was left for them to manage their business in 
their own way, and for each to divide its profits independently of 
the others. But each was responsible for the debts of all the 
others; should one fail, without assets sufficient to pay its debts, 
all the others might be called upon to contribute their quotas 
toward liquidating the debts. The result was that each branch 
was alive to the manner in which every other was managed, so 
far at least as safety was concerned. The affairs of each were 
the business of all, and, as each had a voice on the state board, 
each was sure to exercise an effective vigilance over all. Secondly, 
the capital was paid in entirely in specie; this of itself was a 
guarantee of conservative management. Thirdly, the debts were 
limited to a definite ratio to the capital, as was also the circula- 
tion. These three things, I take it, are the most valuable pro- 
visions in the charter. 

The officers of the bank were practically all entirely without 
once succeeded by the Bank of the State of Indiana, in which the state held no stock ; 
in other respects the new bank was very similar to the old. The new bank (of which 


Hugh McCulloch was first president) was very successful until the national banks came; 
it then went out of existence. 

In 1852 a free banking law had been passed, on the bond security system of 
securing the notes. The system of “free” banks was decidedly not successful in 
Indiana, whatever the reason. 
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experience in banking. From one point of view this very inex- 
perience may have been the greatest element towards enabling 
them to successfully manage the business. For their inexperience 
was doubtless born of conservatism, and this conservatism of 
experience. Indiana’s experience with its first State Bank, the 
Bank of Vincennes, was enough to show its citizens that banks 
cannot be run with wind or enthusiasm alone as the motive power. 
Hence they were quite willing for more than a decade to obtain 
their banking facilities through the United States Bank. And 
even upon the demise of that bank they were not wild to rush 
into the business; the stock of the State Bank was subscribed 
rather slowly. But if these inexperienced men were conservative 
they were also some of them very able —as, for instance, Hugh 
McCulloch and J. F. D. Lanier, both afterward occupying high 
positions in the financial world. The general fact is that the 
managers of the bank and its branches were among the ablest 
and most upright men of the community. It may be that men 
of high character could successfully manage a bank based upon 
any principles. What judgment, then, would our study lead us 
to pass upon a bank of this type, if we eliminate the character of 
the men? The type, be it remembered, is that of the Bank of 
France and the Bank of the United States. The Bank of France 
is certainly successful, and it will doubtless be generally admitted 
that the second Bank of the United States was on the whole a 
success, in spite of the great difficulties with which it had to con- 
tend and of its discreditable end. Here, then, we have three 
successful banks operating under widely different circumstances 
and managed by different men, but all based upon the principle 
of having all the debts a claim against all the assets. So far as 
the State Bank of Indiana goes, then, the inference is that there 
is nothing in the type of bank that makes it likely to be badly 
conducted.t It must be considered, also, that the bank had 
three different presidents, while the state board of directors were 


*Mr. McCuLtocu, in the letter before quoted, gives it as his opinion that “it 
would have required an immense amount of dishonesty or bad management to have 
made the bank insolvent.” 
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being changed constantly, not to speak of changes in the branches. 
On the other hand, there is nothing in Indiana’s experiment with 
the “free” banks to indicate that the principle on which they 
were based is any better; quite the reverse. It is of course true 
that for more than thirty years the entire tendency of banking 
movements in the United States was toward making the notes a 
preferred claim against the assets, and moreover against a certain 
portion of the assets, set apart in a particular form for the pur- 
pose of securing the notes. It goes without saying that the 
national banking system, the culmination of that movement, 
furnishes the country with the most reliable bank-note circula- 
tion it has ever had. But it is rather because of the absolute 
uniformity of the security throughout the country than because 
of the character of that security. No one, of course, would think 
of returning to the chaos that prevailed when each state had its 
own system. Yet it is by no means certain that the national 
banking system can be made permanent on the present basis of 
bond security. If, then, it become necessary to re-organize the 
system, it will be worth while to examine the merits of this 
Indiana system of federated banks. 

Comparatively speaking, Indiana has been very fortunate in 
her experience with banks. Early in her history her fingers were 
burnt just badly enough to make her see and shun the fire. 
When, during the twenties, state banks were perhaps at their 
worst, Indiana had none, and was being sufficiently well served 
by the national bank. When the State Bank was established it 
was with the recent history of the successes and failures of other 
banks fresh in mind, and the fullest advantage was taken, in 
framing the charter, of that experience. The result was a sys- 
tem that furnished a sound currency until the Civil War. Even 
during the period of the “free” banks, the State Bank, and after- 
ward the Bank of the State, was there, a standing judgment 
upon the notes of shaky banks. Indiana’s one material failure, 
so far as banks are concerned, was in the case of these “free” 
banks. They were based upon the bond security system of the 
New York law; but because of defects in details, and insufficient 
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regard to the condition of the states whose bonds were accepted, 
the entire system was a failure. But this period lasted only from 
1852 to the passage of the national bank law, and very few of 
the shaky banks were left after the panic of 1857. Thus Indiana 
had a sound institution to carry it over from the worst period of 
the state banks to the organization of the present national system. 
F. Harpina. 
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INCOME TAXATION IN FRANCE. 


Ir is seldom that we find a tax system which is as clearly an 
historic survival as the French. Attempts to reorganize taxa- 
tion, to place it upon a new basis, to substitute for obsolete and 
degenerate imposts those which are productive and fruitful, have 
been unsuccessful. This in itself is not to be wondered at. 
Rapid and radical political changes are unfavorable to fiscal and 
economic progress. It is only strange that France has remained 
conservative in matters of taxation. To these statements the 
French methods of taxing income form no exception. The 
history of income taxation in France is almost unique. 
Many do not realize that the income tax actually exists. Com- 
paratively few writers seem to be familiar with its historical 
development. Still fewer are acquainted with the history of the 
attempts to introduce it in the form of the so-called ‘‘zmpét 


général sur le revenu.” It is especially the efforts to secure the 
adoption of this latter impost which are for the present purpose 
of interest. Though they were in no sense a spasmodic attempt 
at novelty or a break with the former tendencies of French taxa- 
tion, yet they have never been successful." 


I, 


France was one of the earliest of the European countries to 
introduce the income tax. For a long time anterior to the 
Revolution of 1789, the impost called the dixiéme, which by a 
later evolution became the vingtiéme, had clearly recognized the 
income tax as a legitimate fiscal resource. The royal decree of 
October 10, 1710, exacted a contribution of 10 per cent. of all 
revenues derived from rural possessions, houses, offices, stock of 
individual companies, capitalists, municipalities or the nation, 

* For a brief summary of the history see LEON Say’s Dictionnaire des Finances, pp. 


1086-8. This is an excellent succinct statement of facts. 
37 
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appointments and pensions, profits of business men and traders 
and the incomes of all those whose professions yielded them a 
revenue. The defeat of Malplaquet was yet fresh, war expenses 
were still enormous, and the extravagance of Louis XIV. was 
excessive. The result was a deficit, and in order to bridge it 
the income tax was introduced. The privileged orders were not 
exempted, and this at once led to deep and widespread discon- 
tent. In order to render possible the collection of the tax, the 
king was forced solemnly to promise that upon the close of the 
war the income tax should cease its operations. By the edict 
of August 1727 the tax was abrogated, but it was re-established 
sixteen years later by the decree of November 17, 1733, under 
conditions precisely identical with those of 1710. War had again 
forced the income tax upon the nation, and with the suspension 
of hostilities in 1736 it was again suffered to lapse. The war of 
the Austrian succession for the third time threw the treasury 
back upon the hated fiscal resource in October 1741, when the 
income tax was re-introduced accompanied by a royal promise 
to the effect that upon the close of the’war this means of raising 
revenue should once for all be done away with. The treaty of 
Aix-la-Chapelle (signed October 17, 1748) did not reduce the 
anxieties of Machault, the contréleur général. The expenses for 
the year 1748 were estimated at 338 millions francs. Military 
expenses had been reduced by 100 millions upon the cessation 
of hostilities, but by the abolition of the dixiéme a deficit of from 
25 to 30 millions would nevertheless have to be provided for. 
It was necessary to retain this productive source of income so 
odious to the powerful orders, but the king’s promise stood in 
the way. In order to render the retention of the impost less 
offensive, Machault, by the decree of May 1749, reduced the tax 
by one-half, bestowing upon it the name of the vingtiéme, and 
introducing some exemptions. He nevertheless retained the tax 
of 10 per cent. upon pensions and public offices. 

Thus, with the decree of 1749 the tax entered upon the 
second stage of its evolution. It had hitherto been a war meas- 


* CLAMAGERAN, Histoire de ?/mpét en France, vol. iii. p. 95. 
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ure, but it now became a part of the peace policy. Machault 
said :* ‘‘We have preferred this tax to all other means of which 
we have been able to avail ourselves, because of the considera- 
tion that there is nothing more just or more equitable, since it 
falls upon all of our subjects in proportion to their goods and 
their faculties, and because, the levy being made without agree- 
ments for extraordinary remissions, the product comes in entire 
to the profit of the state.”’ 

The arguments for the diziéme were repeated in support of 
the vingttéme, but the privileged classes remained obdurate. 
Intense opposition was manifested by the clergy. The seeds of 
corruption had been sown by the principle of exemption which 
had been allowed to creep in, and the tax though levied in one 
form or another up to the Revolution underwent great modifica- 
tion and deterioration. 

The Revolution was not opposed to the principle of income 
taxation but only to the method in vogue, The taxation of 
income has always been regarded as favorable to the poor. The 
Revolution did not abolish the tax but only changed its form. 
The assembly divided it into three distinct taxes, corresponding 
roughly to the schedules found in the English income-tax sys- 
tem; the impét foncier or land tax, established by the law of 
December 16, 1790, the zmpdt sur les maisons or house tax, intro- 
duced by the law of January 13, 1791, and the zmpdt sur les 
tatentes or tax upon licenses, introduced by the law of March 17, 
1791. These, with the addition of the zmpédt personnel et mobilier 
or personal property tax, have continued down to the present 
time. 

Thus, during the nineteenth century as well as before the 
Revolution, France has always had a developed system of 
income taxation. Though the Revolution changed many things 
it nevertheless remained very conservative in matters of taxa- 
tion.3 Reforms which at first looked like considerable advances 

* AMAGAT, Les Emprunts et les Impbts de la Rangon de 1871, pp. 211 et seg. 

2 Ibid., p. 212. 

3Compare WAGNER, Finanzwissenschaft, vol. iii. p. 370. 
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were in reality mere changes in the names of things effected to 
soothe a morbid feeling of democratic jealousy.* ‘The new 
direct-tax system,” says Wagner, “was built on the framework 
of the old Taille, Twentieth, Polltax, Tenth, etc.’’? 

But the mere fact that imposts were operating under a repub- 
lic or an empire instead of a monarchy did not make them more 
productive. No real tax policy could be introduced while the 
existing system was one merely of tolerance. The deficits 
which from time to time occurred were met by a rise in the 
indirect taxes, but after a time the direct taxes were extended 
in various ways, and the principal evils of a system of direct 
taxation upon commodities (direct subject taxation) were thus 
manifested. 

During the various political changes which succeeded each 
other in France, however, the theoretic basis of the tax system 
underwent little nominal change, although the alteration of pro- 
portions shifted the incidence from one part of the system to 
the other at different periods. 


II. 


The untried experiments in taxation which were attempted 
by the February Revolutionists, while again chiefly taking the 
shape of a rise in the various direct taxes, included also a radical 
form of the income tax. The reasons for this new proposal were 
twofold: (1) the doctrinaire Republican dislike of indirect taxa- 
tion and (2) the fiscal and economic crisis induced by the polit- 
ical cataclysm through which France was passing. In the severe 
straits to which the treasury was subjected, longing looks were 
directed toward the English budget, which had been placed on a 
sound basis through the agency of the income tax, and the sup- 
posed harmony between this mode of taxation and democratic 
ideas made it a peculiarly attractive project. Notwithstanding 

*It is true that in 1793 a progressive income tax of one-third of all incomes was 
established, but this was a mere burst of revolutionary fervor. The tax was never 


practically applied. See JoLLIveT, De //mpét Progressif et du Morcellement des Patri- 


moines. 
2 Fi issenschaft, vol. iii. pp. 381 et seg. 
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the fact that the people were confidently expecting from the pro- 
visional government lighter tax burdens, all the various propo- 
sitions for raising revenue without resort to taxation proved 
inadequate, and March 16 the finance minister found himself 
compelled to announce that ‘‘the provisional government must 
seek in taxation the resources of which it has need.”* He went 
on to show that the income tax would afford the most available 
as well as the most just means of raising additional revenue. 
On May 8 he recurred to the same idea, and Proudhon went so 
far as to propose in the Chambers radical socialist measures by 
which a tax equal to one-third of all incomes might be collected, 
justifying his proposals by references to the old Revolutionary 
income-tax bill. His plan was indignantly rejected by 691 votes 
against twoas an attack upon the principles of private property,?and 
the assembly refused to be made “an accomplice in the theories 
which the orator has developed.” But the difficulties which sur- 
rounded the policy of aggravating existing taxes led to constant 
desires to introduce the income tax in some form, A project 
for an zmpét général sur le revenu, as distinguished from the impédt 
sur les revenus whose development has been noticed earlier in 
this study, was brought forward in 1848. .The uprising of 
socialist France had been crushed and the national workshops 
abolished, yet the administration in bringing forward its budget 
for the year included in the proposals a law providing for an 
impét général of sixty million francs, partly no doubt as a con- 
cession to the defeated though not annihilated party, but largely 
also as a fulfillment of the doctrinaire desire for direct taxation. 

On August 4, M. Goudchaux, the Minister of Finance, prom- 
ised to submit a preliminary draft of an income-tax act,3 and in 
due time the bill was brought in. It was entitled ‘“ Proposal for 
a preliminary bill relative to the establishment of a tax on 
income.”’4 


*J. CHAILLEY, Z’/mpét sur le Revenu, p. 483. 

2 Jbid., p. 487. 

3 Yves Guyot, Z’/mpét sur le Revenu, p. 29. 

4Ze Moniteur, 1848, Second Semester, pp. 2126-8, and MENIER TZhéorie et 
L Application del Impét sur le Capital, p- 412. 
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The Exposé des Motifs* indicated the reasons for the genesis 
of the bill as being “to create a new resource for the Treasury 
and to permit us to establish that equilibrium in the budget of 
1849 which preceding governments had promised to bring about 
and which the Republic is called to realize. Inequality of taxa- 
tion at present calls for redress. When the law reserves exclu- 
sive political rights to possessors of the soil, nevertheless the 
privilege is bought by an excessive charge on land. It is desired 
to turn toward agriculture the capital and labor employed in 
urban industrial enterprise.” 

Thus the tax was to be essentially a differential tax upon 
capitalistic enterprise. The total amount to be collected was to 
be sixty millions instead of a fixed rate per cent. of the incomes 
assessed, 

The revenues upon which the imposts would fall were esti- 
mated as follows: 


Profits of farmers in agricultural exploitation, - 1,066,000 francs. 
Profits of commerce and industry, - - 1,100,000. = 
Offices and liberal professions, - - - 303,000,000 “ 
Pensions, etc., - - - 260,000,000 


Salaries of foremen, overseers, etc., - - 180,000,000 
Stock dividends, etc., - - - 510,000,000 


3,716,000,000 
Less 716,000,000 francs for small revenues, - 3,€00,000,000 


Thus a tax of sixty millions would be equivalent to a tax of 2 
per cent. The tax was to be apportioned among the arrondisse- 
ments by the Conseil Général according to the returns from the 
door and window tax and the tmpét personnel. The departmental 
quotas were then to be redistributed among the communes by 
the Conseils d’ Arrondissement. This would of course throw the 
heaviest weight upon the towns. 

The director of the direct taxes was to make known the con- 
tributive wealth of each commune, and in each place the decision 
upon what basis to apportion the tax among the inhabitants was 


* See Journal des Economistes, 1848, vol. ii. p. 158, for the text. 


“cc 
“ 
“ 
“ 


INCOME TAXATION IN FRANCE. 43 


to be left to the mayor and a council of six members of the 
Conseil Municipal, while to the principal of the tax was to be 
added a sum of five centimes per franc in order to create a fund to 
cover the drawbacks allowed, In every case the consei/s were to 
receive, (1) a table representing the principal of the contributions 
personnel mobiliére and of the door and window taxes for 1848, 
(2) apreliminary draft of the apportionment (projet de répartition). 
The Conseil Général was to fix a maximum and minimum 
within which the tax was to be assessed. These were to be 
within the following limits : 
For communes below 5000 souls, 600-1200 francs. 
For communes of 5000—25,000 souls, - 1000-2000 “ 


For communes above 25,000 souls, - - 1500-3000 “ 


The taxable revenues were to be those already mentioned in the 
list of possible taxable revenues,’ 

A jury composed of specified administrative officers was to 
estimate the revenue upon which each contributor was to be 
taxed. It was thought that a board of this character would be 
likely to be animated by a more impartial spirit than a purely 


elective body. Thus the principle of self-assessment was entirely 
eliminated. The result would probably have been a great deal 
of injustice in the assessment and collection of the tax, nor can 
it be supposed that this was designed to be otherwise, for mani- 
festly the impost was to possess a distinct anti-capitalistic 
character, and the inequalities which would be likely to occur in 
the administration of it were clearly such as would be at the 
expense of capitalists. 

It was on this account that the conservative party in the 
assembly was little inclined to regard the scheme with favor, and 
the government accordingly withdrew the bill while retaining 
the idea of an income tax in some form. The Goudchaux 
ministry was retired in the course of the year and was succeeded 
by a cabinet with M. Hippolyte Passy at the head.2 He 
re-introduced the income-tax bill in a radically modified form. 


*See p. 42 above. 
? See LEROY-BEAULIEU, Science des Finances, vol. i. p. 488 et seg. 
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The tax, according to his project, was now to be I per cent. on all 
incomes, and was to be augmented by one-tenth of its aggregate 
amount for each domestic kept by the taxed contributor (the 
total increase not to average more than twenty francs for each 
domestic kept by a single contributor). 

Only the indigent were to be exempted. Inexact estimates 
were to be rectified by a board composed of the mayor and 
some associates, and redress was to be obtained through the 
same mechanism as for the other direct taxes. 

Estimating the taxable revenues of France at seven milliards 
the return would still be sixty millions. Thus the tax was 
placed on a larger basis while still remaining a differential tax 
on the rich. The mode of assessment was still fundamentally 
vicious and the taxation of the very small incomes was at least 
inexpedient. The project of M. Passy lingered for some months 
without being put into legislative form, and the opposition 
aroused led M. Fould, by whom Passy was at this time dis- 
placed, to retire it. M. Passy had not, however, altered his 
ideas on the subject. March 20, 1850, he declared in a speech 
before the chambers that he had in nowise departed from the 
views he had expressed while still in the ministry, and he 
ominously hinted, ‘You will, sooner or later, be compelled to 
do in France what has been done in England.’’* Definite pro- 
posals for an income tax of 3 per cent. were soon after (during 
April) brought forward by ‘M. Febvrel, but they met with no 
better success than their predecessors, nor did the resolution of 
M. Lamarque in favor of an income tax, whose principle he 
endeavored to strengthen by an appeal to the constitution, meet 
with more approval. Maladroit atiempts and socialist exaggera- 
tions had given the income-tax plan a thoroughly bad reputa- 
tion, and for some time the attempts at innovation in this 
direction were allowed to rest. Once introduced into the 
assembly the tax had, however, now become a political issue, 
and was definitely adopted by the liberals as part of their stock 
fiscal répertoire. To bring in a new universal income tax became 


* CHAILLEY, L’/mpét sur le Revenu, p. 499. 
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the object of a political party, and was always a continually 
agitated subject.* It was repeatedly renewed by the members 
of the Chamber of Deputies, notably in 1855, 1862, 1863, 1870, 
1871, 1872.” 

The proposal of 1855 was a mere ripple upon the surface. 
That of 1862 was somewhat more important, and came up in the 
form of an amendment to the budget, being intended to obviate 
the necessity of laying an additional tenth on registration. The 
rate was again to be 3 per cent. and the estimated product forty 
millions. A committee reported unfavorably, making light of 
the ideas of ‘justice’? which had, in part, prompted the intro- 
duction of the amendment and the opposition of the Corps 
Législatif finally rendered the plan nugatory.3 Not till 1871 
did the income-tax idea regain much energy although the 
socialist dreams of M. Laroche-Joubert led him on March 10, 
1870, to introduce a bill for an cmpédt unique upon income. This 
was the anti-capitalist income tax in its baldest and most hated 
form and it consequently received no support.* A very different 
proposal was made by M. Haentjaens, March 25 of the same 
year. The fearful burdens of the German war, which were just 
beginning to manifest their weight, led the most conservative to 
look anxiously about for some new resource, and even the 
Emperor himself, in a discourse at the opening of the Corps 
Législatif in 1870, had referred with approval to the income tax. 
These facts afforded abundant ground for the new proposals. 
Prejudice and conservatism, however, were able to force its post- 
ponement to another year. 

With the political changes which convulsed France in 1871, 
the income tax entered upon a néw phase of its history. The 
Republican government suffered from no less pressing fiscal 
anxieties than the imperial, and the income tax was again 
brought forward as an available resource. Five hundred 

* Cf. WAGNER, Finanzwissenschaft, vol. iii. p. 373. 

2See CoHNn, Finanzwissenschaft, German ed., p. 435. 

3 See also CHAILLEY, of. cit., p. 501-502. 

4 Ibid., p. 504. 
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millions a year must be found and no money was in sight." 
It was not, however, by government initiative that the tax 
made its reappearance. Political opportunism would not allow 
the administration to propose a measure, the history of 
which had, on the whole, hitherto borne an unsavory character. 
The new order of things was too recent to admit of radical 
departure from established rule. Therefore, an exaggera- 
tion of the customs was advocated.? But the republicanism of 
the chambers would not suffer the opportunity for introducing 
an income-tax bill to pass. Two proposals evinced the presence 
of the radical element although both plans proved to be “the 
result of conceptions isolated and without echo in the Chamber.’’3 
Conservatism still had the controlling influence and M. Thiers 
referred to the tax as ‘‘this deplorable tax, this tax productive 
of discord which was merely the ‘aille of the ancien régime, and 
the Zaille of the time of the Revolution.” Not deterred by this 
utterance, MM. Passy and Houssard brought in a more moderate 
bill, June 21, but it met with no better fate than its prede- 
cessors. The contest between the advocates and opponents of 
income taxation did not slacken and many propositions were made 
both in 1871 and the succeeding years,* but opposition was too 

* Cf. Guyot, L’Jmpét sur le Revenu, p. 22. 

* See CHAILLEY, of. cit., p. 508. 

3 Those of Flotard, March 6, and of Hévre and Bamberger, March 16, 1872. 

4A list of those really brought before the chambers is appended. Many others 
were proposed but not acted upon. List furnished M. Y. Guyot by M. Le Sécrétaire 
Général de la Présidence : 

NATIONAL ASSEMBLY. 


Proposal of M. Rouveure, for the purpose of replacing the scheme for taxing raw 
material by a tax on income, July 3, 1871. 

New proposal of M. Rouveure to tax the incomes of French citizens or of foreign- 
ers residing in France which amount to 1500 francs or over, August I, 1871. 

Proposal of M. Langlois relative to the establishment of an income tax during a 
period of three years. Submitted September 15, 1871. Reported in the name of the 
Budget committee by M. de Lavergne, December 15, 1871. Discussed and rejected, 
December 27, 1871. 

Provisions relative to an income tax, brought forward by the Budget committee 
See report of M. Casimir Périer, submitted August 31, 1871. Discussions on the pro- 
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strong, and although some of these were well considered, their 
chance of success was small. In the discussion of this multitude 
of bills the debates finally became a continuous contest over the 
principle of income-taxation for France, and the idea of the 
income-tax was strongly advocated by Léonce de Lavergne, Wol- 
owski* andothers. In fact this was far the greatest struggle the 
measure had ever experienced. Most previous motions had been 
made merely with the avowed purpose of vindicating the principle of 


posals of the committee and the amendments relating thereto, December 21 and 27, 
1871. 

Proposals of MM. Hévre and Bamberger to create a progressive income tax on 
the revenue of all French citizens during four years. Submitted February 12, 1872. 

Proposal of M. Aubry to establish a tax of 1 per cent. on the income of all con- 
tributors. Submitted January 22, 1872. Retired the same day by its author. 

Proposal of M. Rouveure designed to augment the salt-tax and patent-tax, and to 
establish a single-tax of I per cent. on incomes. Submitted June 21, 1873. 

New proposal of M. Aubry in relation to the establishment of a tax of 1 per cent. 
on the incomes of all contributors. Submitted February 20, 1874. 

Proposal of M. Flotard to establish a provisional tax on incomes of all kinds and 
upon profits realized by commerce and industry. Submitted March 6, 1871. 

Report in the name of the Budget committee of 1872, by M. Deseilligny on the 
amendment of M. Féray concerning a tax to be established on the amount of business 
transactions. 

Amendment of M. Rouvier to the budget of 1874 to establish a tax on incomes, 
rejected, February 3, 1874. Also a new amendment of M. Rouvier to the budget of 
1875, rejected August 4, 1874. 

CHAMBER OF DEPUTIES. 

Proposal of M. Ballue for the reformation of the assessment of the tax. Submit- 
ted January 13, 1883. Report of M. Ballue, February 23, 1884. 

Proposal of M. Leydet having for object to establish a proportional and progres- 
sive tax on income. 

Proposal of M. Marion relative to the creation of an income tax. Submitted 
December 15, 1883. 

Proposal of M. Sourigues concerning the establishment of a direct tax on the 
fortune of everyone, and upon the annual product of his work. Submitted February 3, 
1884. 

Proposal of M. Paul Bert to replace the tax on the exchange of real estate by a 
tax on income. Submitted February 21, 1885. 

(This list includes only those actually brought before one or other of the cham- 
bers).—Compiled from the report of Yves Guyot on Jmpét sur le Revenu, p. 283 
et seg. 


* See especially in this connection the Discours de M. Wolowski (Séances de 22 et 27 
Dec. 1877) as reprinted under the title Z’Jmpét sur le Revenu. Paris, 1872. 
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the income tax. In 1871-2, however, it had in some measure, 
owing to fiscal necessities, lost its quasi-socialist character and 
was supported by many able men who believed that it was the 
most efficacious and available expedient for bridging the fiscal 
abyss of the war deficit. It is thus seen that it was primarily as 
a war measure that the tax was supported in 1871-2. According 
to most of the saner proposals of this period, the income tax 
was to bein character a schedule tax presenting a great analogy 
to the English income tax, being in fact closely copied from it, 
and exempting all revenues below 1500 francs. M. de Parieu 
also ably defended the tax in the Journal des Economistes,* and 
his opinion was sustained even by many of the more conservative 
members of the national assembly. 

Once it had really secured a hold upon the abler and saner 
minds among French financiers the agitation for the tax was not 
allowed to lapse. Two proposals were made by Wolowski, one 
by Casimir Perier in 1872, and two by Rouvier—one as an 
amendment to the budget of 1873 and one as an amendment to 
that of 1874. As we have seen, none were successful. The tax 
established by the law of June 29, 1872, was but an isolated 
fragment of the tax proposed. The republican chambers of the 
four legislative assemblies subsequent to that of 1876 consid- 
ered almost twenty schemes for the income tax, all of the 
same general character as the ones already considered, though 
none so elaborate as that of the budget committee of 1872. As 
has been noted, traditional empiricism had obtained the upper 
hand, and once the indirect taxes had been aggravated to make 
up the deficit, temporary relief was partially secured, so that 
notwithstanding the unusually energetic attempts of M. Gambetta, 
when a member of the budget committee in 1877, to bring in a 
schedule income tax, his efforts were of no avail. It was not 
until 1886 that the income tax really reappeared, this time by 
government initiative. During 1886 and the following year, the 
proposition was discussed with fluctuating fortunes, and the work 

* Journal des Economistes, “ Necessity and Legitimacy of the Income Tax,” 1871, 
vol. ii. part 2, pp. 287 e¢ seg. 
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of M. Yves Guyot’ in his report presented to the Chambers 
attracted much attention. But it was only in 1888 that the 
scheme took the form of a projet de Joi under the Peytral 
ministry. 

It is peculiarly interesting to note the evolution of the tax up 
to 1888. It seems to have been the fate of the income-tax 
wherever proposed to pass through approximately the same pro- 
cess of development. In France the impost has had much the 
same history as elsewhere, although its experience has been of a 
more diversified character. We have noted the originally make- 
shift character of the pre-revolutionary income tax as well as its 
subsequent definite adoption as a regular fiscal resource and its 
reincarnation after the revolution of 1789, in a somwhat devel- 
oped form. The socialist proposals of 1848 were truly a singular 
avatar for the early income-tax idea then embodied in its changed 
form in the existing fiscal system. The war measure of 1872 was 
clearly the usual transitional step in advance, and in 1888 the 
ordinary final transformation was to be effected, though it is not 
the least singular feature of this abortive fiscal attempt that it 
passed through all the regular stages of advancement without 
ever being incorporated into the statutes. 

The measure of 1888 was professedly to be a ‘‘measure of 
equalization.” This must not be understood as a return to the 
socialism of 1848, The impost was to balance the inequalities 
of a certain class of taxes already levied, in order more nearly to 
equalize the total amount collected. 

According to the eaposé des motifs? the income-tax was also 
to be a mode of recouping the treasury (dégrévement) for other 
taxes whose reform was ‘“imperiously demanded by public opin- 
ion.” Hence the bill was made the financial counterpart of one 
contemporaneously submitted for the reform of the droits des 
boissons (taxes on liquors). 

At the same time the object of equalization was kept plainly 
in view. The exposé pointed out that “Indirect taxation has had 


*Yves Guyot, Z’/mpét sur le Revenu, loc. cit. 
2See Journal des Economistes, 1888, vol. ii. part 2, pp. 239 e¢ seg. for text. 
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the fatal result of aggravating social distinctions on waning the 
heaviest charge upon those least able to bear it.’ 

While recurring to the beneficial results experienced from the 
use of the income-tax in foreign countries, the minister recognized 
that in France, if introduced at all, it must be under a different 
form, and entirely disclaimed all desire to take even a first step 
toward supplanting existing taxes by the hated zmpédt unique, An 
analysis of the projet de Joi will give us the following as some of 
the principal provisions: 

1. Gross revenue was to be the basis of the tax. 

2. Aminimum of 2000 francs was to be exempted with a 
reduction of one-third of the tax on all revenues between 2000 and 
3000 francs. 

3. A remission of 25 per cent. was to be made upon 
incomes not exceeding 8000 francs when devoted to the suste- 
nance of families of not less than five persons each, 

4. The tax was to be an impét général sur le revenu and not an 
impét sur les revenus. 

5. The income of the contributors was to be valued only when 
it would be expedient in their interests. 

6. The debtor was himself to make deduction from his tax 
of the amount of the impost upon his payment of interest. 

An annual declaration was required in but very few cases and 
when needed could be made under seal. The control was vested 
in two commissions sworn to keep secret all information acquired 
in the discharge of their duties. Thus the income tax of 1888 
was free from many of the errors of which previous proposals 
had been guilty. Nevertheless it still possessed many vicious 
points necessitated, perhaps, by the peculiar construction of the 
French fiscal system. 

These were not, however, the main grounds upon which it 
was subsequently defeated. Its defeat was due largely to the 
belief that it established an unwholesome precedent and placed 
in the hands of the democracy what might prove to be a 
dangerous weapon. 


. 
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Il. 


We have now briefly surveyed the history of the French 
income tax. It has sometimes been commented upon as singular 
that a people as desirous of change as the French has not intro- 
duced into its fiscal system the method of income-taxation as a 
convenient and easy means of raising revenue. 

Our study has shown us that France labors under peculiar 
circumstances which would render the adoption of income taxa- 
tion as a policy at least difficult. This is owing to the fact that 
in France the system of direct contributions has undergone 
unusual extension. Moreover France already possesses the 
principle of income taxation. 

When it is proposed to add to the dmpét foncier which taxes 
the income from land, to the dmpdt des patentes, which falls upon 
business, and to the zmpét personnel et mobilier levied upon per- 
sonal property, an impét général upon all classes of revenues 
indiscriminately, French legislators take fright. To the afore- 
said direct taxes upon each kind of income must be added the 
six other special contributions, the taxes on rent, doors and 
windows, horses and coaches, billiards and successions.* 

The addition of another direct tax to this already long list 
seems to superficial observers in the highest degree inexpedient, 
while to introduce the schedule system of income taxation would, 
it is said, be the crudest form of double imposition. Certainly, the 
case is different from that of England, where the direct taxes, 
outside the income tax, are comparatively insignificant in amount ; 
from Italy where the impost falls chiefly upon untaxed incomes; 
from Austria where double taxation is counterbalanced by draw- 
backs; or from Prussia where scientific principles have been 
rigidly applied. Nevertheless direct taxation in France fol- 
lows the advance of public wealth with a halting and very 
unequal step, and the need of a general tax which will afford the 
means of unification and reformation is crying. The old tax 
system which is a remnant of earlier times must undergo radical 


*See MATHIEU Bonet, Les Finances Francaises, vol. ii. pp. 99 et seg. 
2 bid., vol. ii. pp. 93 ef seg. 
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change if France is to bear with moderate ease her present 
heavy fiscal burdens. 

The fact that the income tax already really exists, ina certain 
way,in France, although so lamentably inadequate, is undoubtedly 
one great reason for the rejection of all proposals for an zmpédt 
général sur le revenu by legislators who do not thoroughly. under- 
stand its ulterior effects. 

But outside this consideration there are unquestionably other 
reasons of a supposedly weighty nature. The French jealousy 
of all attempts to interfere with private liberty and secrecy, and 
the dread of the slightest approach to anything of an inquisito- 
rial nature* has unquestionably had immense weight in the con- 
sideration of the income tax, 

On the other hand the fears of concession to the radical 
democracy and the socialist school have intensified the dread 
of the introduction of the tax into the French fiscal system.” 
Instead of being, as Senator Hill fears, a monarchical weapon, it 
is thought that it would afford a precedent from which might 
flow radical democratic measures. Closely connected with this 
influence is the dread of the hated tmpdt unique sur le revenut 
now so universally discredited. 

France has at various times been agitated by proposals for 
an impét unique, often with the unpleasant addition of the idea 
of ‘‘progressivity’’—so odious to the bourgeois class—and has 
no wish to renew her experiences in this regard. This also may 
be attributed to a wish to check the progress of the socialist 
spirit. 

Lastly, the idea of superseding the present direct taxes on 
incomes by one consolidated tmpdt général is said by the oppo- 
nents of this measure to be absurd. It is thought that there is 
little probability that such an impost would even remotely 
approach in productivity the present specialized taxes upon 


*Cf. WAGNER, Finanzwissenschafi, vol. iii. p. 385. 

* LEON Say, Solutions Démocratiques, vol. i. pp. 129-130. 

3 Congressional Record, Fifty-third Congress, Second Session, p. 4352. 

4“ The theory of the income tax is then rationally equivalent to the theory of the 
impot uniqgue."—LEON FAUCHER, Mélanges d’ Economie Politique, vol. i. p. 11. 
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incomes. The subdivision of land, property and income in 
France is pointed out as the insuperable obstacle. This is not 
the place to discuss the soundness of these contentions, but we 
may remark that the experience of other countries does not 
seem to justify them. After all, the need of a tax which will 
keep pace with the growth of public wealth, and permit the 
retirement of worn-out and galling impositions, is the greatest 
argument for the income tax. 

We have, earlier in this sketch, indicated some of the con- 
siderations which induce the belief that the cmpét général sur le 
revenu would, if rightly introduced, meet these requirements. 
To make it thoroughly effective, however, France must lay aside 
her outworn doctrinaire scruples—remnants of former contests 
and prejudices.3 


H. PARKER WILLIs. 
UNIVERSITY OF CHICAGO. 


* Cf. CHAILLEY, of. cit., pp. 587 ef seg. 
2MENIER, 7héorie et Application del’ Impét sur le Capital. 


3 The newspapers report that the income tax is about to be brought forward again 
in France, this time by the new bourgeois ministry, as a part of its fiscal programme. 
The above recital of facts may therefore serve the purpose of an outline of the 
historical basis of the present proposals. 
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THE SHORT ROUTE TO EUROPE AND CANADIAN 
PORTS. 


THE question of a short northern route across the Atlantic 
is of importance to the world of commerce at large, and of spe- 
cial interest to the commerce of the lake ports. The adoption 
of such a route will inevitably deflect the lines of transportation 
in succeeding years, to the further advantage of those inland 
ports which are already beginning to gain an advantage through 
the deep-water-way improvements. 

The saving in time lies in the shorter distance by sea from a 
mainland port to Cape Race, and manifestly there is nothing in 
this to increase the ratio of danger, the course being still shielded 
from the ice fields and bergs of the Arctic regions by New- 
foundland. From Cape Race to the coast of England the pres- 
ent ocean lane can be followed. In respect to the long haul 
overland as against the low tariff of water transport, it may be 
well to bear in mind that railways are continually reducing 
rates to meet water competition and that passengers, mails, 
express and perishable merchandise will seek the speediest 
transit.2 The law of compensation also suggests other consid- 
erations, as steamships on this route will requjre less fuel and 
have in consequence additional room for freight. The difficul- 
ties of diverting traffic from established channels is somewhat of 
a specious argument, as the conflict of interests is such, that in 
matters of this kind, modifications and changes are always capa- 
ble of being made. Moreover the growth of the West and the 
Northwest with their great cities demanding closer communica- 
tion with Europe creates a condition which must be recognized, 
and even of more significance in this connection is the steady 
development of our neighbor on the north, the Dominion of 
Canada. 


* The speed by rail is more than twice as great as that by water. 
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In proportion to the growth of the country will be the 
growth of her commerce, and her Atlantic ports as the direct 
outlets of the trunk lines from the West, north of Chicago,’ must 
as a consequence be utilized. If from the wilderness of her 
Pacific coast can spring flourishing seaport cities, almost in a 
day, the lack of commercial centers on her Atlantic seaboard is 
not incapable of being overcome, especially as the interchange 
of commodities with England and France will far exceed the 
trade with China, Japan and Avustralia. 

Whatever of novelty there may appear in the discussion of 
this subject, and however bitterly it is now assailed as an innova- 
tion that must be viewed with suspicion, it is of interest to note 
that the matter occupied the public mind nearly half a century 
ago. 

During the summer of 1850 a convention was held at Port- 
land, Maine, which was largely attended by influential persons 
from various parts of the United States and the British Provinces, 
as they were then called, and a series of resolutions were adopted 
declaratory of the unanimous opinion ‘‘that the spirit of the 
age demands a shorter way of interchange between Europe and 
America than even the present reduced passage affords.” At this 
time ‘the magnificent steamers employed by Mr. Cunard under 
the contract with the Lords of the Admiralty” and by Mr. Col- 
lins under contract with the United States Government had 
reduced the ocean trip to ‘‘almost a nine days’ certainty.”* It 

* Liverpool and Southampton are by the direct course nearer Chicago in point of 


time than they are to New York by the existing ocean route. For illustration: 


Days Hours Min. 
New York to Liverpool, 


via Sandy Hook, 3148 miles, at 20 knots - - 6 13 24 
Chicago to Eastern Nova Days Hours 
Scotia, - 1600 “ at5sSomiles 1 8 
Nova Scotia to Liver- 6 7 21 
pool, - - 2387 “ at2oknots 4 23 


?In comparison with which we have the recent feat of the “Lucania” in making 
the run from Daunt’s Rock to Sandy Hook Light, a distance of 2779 miles, in § days, 7 
hours and 23 minutes. At this speed the passage vza the short route would be made 


in four days from port to port. 


or 
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was accordingly determined ‘“‘to effect a junction by extending 
the lines of railway at present in operation in the United States to 
the eastern seaboard of Nova Scotia and thence, by bridging the 
Atlantic with powerful steamers, to some place in Ireland.” 
The building of the European and North American Railway 
across the provinces of New Brunswick and Nova Scotia was in 
contemplation and the project awakened such general interest 
that a meeting of the inhabitants of the county of Cape Breton 
was held at Sydney, C. B. in February 1851 “to particularly 
point out the capabilities and advantages of the harbor of 
Sydney” as the terminus in summer. The winter ports, urging 
their claims for recognition, were Halifax, Whitehaven and Louis- 
burg, but the construction of steamships of increased speed soon 
diverted the attention of the public and not until comparatively 
recent years has the subject of the short sea-route assumed any 
degree of prominence. 

Upon the completion in Canada of an immense railway sys- 
tem from ocean to ocean and the establishment of a line of sub- 
sidized steamships on the Pacific, it became evident that the 
efficiency of the route depended upon an adequate Atlantic 
service. The matter was frequently discussed in influential 
Canadian circles and at last took definite form in the proposal 
of an English firm to build three express steamers of 7500 tons 
each to develop twenty knots speed at sea for carriage of the 
Atlantic mails, provided a subsidy was granted in excess of that 
received by the Allan line, whose contract had expired. The 
Dominion Government accepted the terms, and a contract was 
signed July 16, 1889. Unforeseen obstacles in no way affecting 
the feasibility of the route ultimately led to a withdrawal from 
the contract by the English people. 

The year following the Parliament at Ottawa voted a subsidy 
of $500,000 per annum and invited tenders for a weekly steam- 
ship mail service between Canada and Great Britain and France 
by first-class steamers of not less than eighteen knots speed 
from port to port, the service to be for a period of ten years 
from April 12, 1891. Alternative tenders were also asked for a 
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service with steamers to make an average speed of not less than 
nineteen knots an hour. The port in England was to be either 
Plymouth or Southampton, and Cherbourg was named as the 
objective point in France. The Canadian termini were to be 
Quebec in summer and Halifax, or Halifax and St. John in win- 
ter, the steamers calling to land and embark mails at Rimouski 
during the season of navigation. A provisional contract was 
soon after entered into with a company of great financial 
strength, whose leading representative was Mr. Bryce Douglas 
of Barrow-in-Furness. Owing, however, to the critical condition 
of the money market both at home and abroad, and the sudden 
death of Mr. Douglas, negotiations were abruptly terminated. 
Subsequent offers were received, but not entertained, involving 
as they did in some instances the lease of the Government rail- 
way, and the project has never appeared so certain of consum- 
mation as at the present day. 

In February of last year (1894) a proposition was submitted 
to the government of the Dominion by persons of influence in 
England and Australia, the governing idea of which was to make 
Canada an imperial highway ‘not only to its own people and 
for its own mails, but to many points in the United States of 
America, to and from parts of Europe, Australia, New Zealand, 
China and Japan, to Fiji, Hawaiian Islands and to India around 
the world.” This comprehensive scheme originally embraced 
both the Pacific and Atlantic service, but was afterwards modi- 
fied to include only the Atlantic, allowing the Pacific contract 
with the government to remain undisturbed. Conditional upon 
the approval of Parliament an agreement was made, providing 
for a service of four steamships of 8000 to 10,000 registered ton- 
nage, capable of steaming twenty knots an hour at sea for passen- 
gers and freight, ‘‘to be fitted with refrigerator machinery for the 
transportation of beef, fish and game and other perishable arti- 
cles in a chilled or frozen condition.” Trips to be weekly from 
Quebec and Halifax to a port in England to be hereafter agreed 
upon, for which an annual subsidy of $750,000 should be paid the 
first ten years and $500,000 the succeeding ten years. 


~ 


58 JOURNAL CF POLITICAL ECONOMY. 


Before the matter reached Parliament for final disposition 
delegates from eastern Nova. Scotia and Cape Breton Island pre- 
sented the claims of their several ports for the western terminus 
of the line, as it appeared that the interests of the country at large, 
requiring the most efficient mail service, could be better sub- 
served by the adoption of a port more favorably located than 
those already specified and by this means obviate the expense 
and inconvenience of a division of the service. These claims 


‘received respectful attention, and the conclusion was reached 


that the winter port question at least should remain an open 
one, its determination to rest to a large extent with the steam- 
ship company itself. The full text of the resolution pertaining 
to the Fast Atlantic Mail Service as adopted July 1894 is as fol- 
lows, viz: ‘‘ That it is expedient to provide that the governor-in- 
council may enter into a contract fora term not exceeding ten 
years with any individual or company for the performance of a 
fast weekly steamship service between Canada and the United 
Kingdom, making connection with a French port, on such terms 
and conditions as to the carriage of mails and otherwise as the 
governor-in-council deems expedient, for a subsidy not exceed- 
ing the sum of seven hundred and fifty thousand dollars a year.” 

With concessions from England * in the interests of imperial 
unity the undertaking will bear the imprint of success at its 
inception. The establishment of this Trans-Atlantic Fast Steam- 
ship Mail Service will ultimately lead to the adoption of the 
short route to Europe by competing lines,” as a matter of self- 
preservation, and as some of the finest ports in the world are to 
be found on the North Atlantic coast, a comparison of their rela- 
tive merits is not without its interest. 

There are many things that necessarily enter into the study. 
of the subject; the port must be open to navigation the year 
round, have deep water sufficient to float the high-class modern 
boats, be safe, commodious, easy of access, have ample terminal 

* An annual mail subsidy of $250,000 and the Admiralty Subvention of $125,000 


for use of the steamers in time of war. 
2 France already contemplates establishing a line of steamships to run direct from 


one of her ports to Canada, in order to avoid the surtax in England. 
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facilities, be in direct line to Europe with the shortest practicable 
sea-route, and to these should be added a comparative freedom 
from fog and no tidal delays. 

The farthest point north on the mainland coast that has 
received consideration is the port of Cape Charles, Labrador." 
To this harbor it has been proposed to construct a railway from 
Quebec, a distance of 850 miles, at an estimated cost of $30,000,- 
000, and to maintain a daily service, by a fleet of express steamers, 
to Liverpool 1940 miles distant or to Galway, Ireland, some 1600 
miles. The advocates of this route contend that the engineer- 
ing difficulties can be overcome, the climatic conditions are not 
unfavorable, the fog and ice which embarrass the passage through 
the Strait of Belle Isle are avoided and an open sea-route free 
from derelicts is secured. The assumption that there is freedom 
from snow and ice obstruction in latitudes so far north as to be 
unaffected by the Gulf Stream is certainly not supported by the 
proponderance of evidence, and as the route is not a direct 
course between established centers of trade, represented by 
London and Paris in the Old World and Montreal and Chicago 
in the New, it is doubtful if in the element of time it would 


meet the requirements of the present civilization.’ 
It is declared “without fear of contradiction” that speed is 


*It may be stated in passing, that St. Johns, Newfoundland, since the completion 
of 400 miles of railway along the south and west coast to Bay of Islands, has become 
ambitious to be made the port of debarkation. Two routes have been suggested — 
one an all-rail communication with Quebec by means of a tunnel under the Strait of 
Belle Isle; the other being the maintenance of a ferry from some northern port in 
Cape Breton, across the Gulf of St. Lawrence, to connect with the new railway at Port- 
‘au-Basque. If the port of St. Johns is serviceable in winter, the routes are altogether 
too circuitous for time-saving. 

? Southampton is rapidly becoming a formidable rival of Liverpool as a shipping 
port in England; it being but a short trip to London by rail or across water to France. 
Two of the great lines of trans-Atlantic steamships, the American and the North-Ger- 
man Lloyd, run there direct from New York, and others lines will soon find it to their 
advantage to adopt this, or a port as favorably located for the short route, such as 
Milford Haven or Plymouth. “The City of Rome” experimentally landed her pass- 
engers at the former port a few years ago, and hereafter the Hamburg-American is to 
run regular trips direct to the latter port. Such radical changes in the distributing 
points of commerce will be opposed by the vested interests of the northern ports, but 
the movement has set in and cannot be checked. 
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incompatible with safety on what is termed the “St. Lawrence 
Route,” that is, through the Strait of Belle Isle, Gulf and River 
St. Lawrence to Quebec and Montreal. These waters are closed 
to navigation in winter and are not wholly free from ice and fog 
during the open season. A writer with full knowledge of the 
subject asserts that : 


The Arctic current sweeping along the eastern coast of Labrador 
extending about 400 miles seaward, carries with it from the frozen 
regions immense masses of ice, both field and berg, a portion of which 
is caught in the current running through the Strait of Belle Isle and 
carried in that direction. Many of these bergs being too large, ¢. ¢., 
drawing too much water, to enter the Strait, ground at or near the 
entrance, where they remain sometimes for weeks. Many of the 
smaller ones are actually carried into the Strait, where, between drift- 
ing about with the eddy tides and grounding, a portion remain all 
summer. A few pass through what I may call the narrows and have 
been seen as far west as Macattine Island, the remainder finding their 
way back ‘into the Atlantic on the southern side of the Belle Isle, with 
the assistance of a current which runs in that direction along the New- 
foundland side of the Strait. 


Another writer, eminent in authority, states that “fog occurs 
outside and inside Belle Isle always with southwest or south 
winds. The temperature of the atmosphere rises with the wind 
from that quarter, and blowing over water cooled by the Arctic 
current produces thick vapor.” 

The Island of Anticosti is also somewhat of a menace to 
navigation in these waters, and although freight and passenger 
steamers of moderate speed find the route serviceable during the 
summer months, it may be fairly conceded that where time is 
the essence of the contract, the St. Lawrence Route would be 
classed as hazardous. 

If the course of ships should pass south of Newfoundland, 
many of the objections adverted to would disappear ; or, if ports 
located on the Gulf and River St. Lawrence were in telegraphic 
communication with Belle Isle, steamships could make the out- 
ward passage either by way of the Strait or Cape Race, as 
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conditions might warrant. With this in view, a railway of 172 
miles in length is to be built from a point on the Intercolonial 
Railway near Rimouski to Point St. Pierre, south of the entrance 
to the St. Lawrence River, a port which is said to possess superior 
facilities for constructing wharves and piers into deep water, and 
where navigation can be carried on all the year round. Anda 
similar undertaking, though of greater magnitude, is the bridging 
the St. Lawrence near Montreal, and building, at an expenditure 
of $20,000,000, a through trunk line from Sault Ste. Marie to 
Paspebiac, a port on Baie des Chaleurs, south of Point St. Pierre, 
which is also claimed as open in winter. These are admirable 
harbors and the projects possess much merit, but as they do not 
secure the shortest water route, they lack an essential feature. 
This is the objection in a greater degree to St. Andrews—at one 
time proposed as the terminus of the Canadian Pacific Railway, 
as also to St. John and Halifax. 

The Bay of Fundy ports have also the disadvantage of high 
tides and the prevalence of fog, but they are capacious and open 
in winter; St. John being the leading business center in the 
Maritime Provinces. 

Nagivation to Halifax in stormy or thick weather is some- 
times attended with difficulty, if not danger, on account of the 
bold coast. The harbor is commodious, open all the year, has 
deep water and an entrance nearly six miles wide. As there is 
but a limited water front available at the city itself, it is proposed 
to make Dartmouth, on the opposite or eastern shore, the rail- 
way terminus. Possibly a drawback to these more southern 
ports is Sable Island, the “graveyard of the Atlantic,” which is 
85 miles southeast of the Nova Scotia coast and in the track of 
steamers from Europe. 

The ports in eastern Nova Scotia and Cape Breton Island are 
the most advantageously located for the short sea-route, and in 
the measure of time and distance by rail and water from a point 
off Cape Race in the path of ocean steamships to Moncton, 
which is the gateway of the Peninsula of Nova Scotia, they stand 
relatively upon the same footing. Sydney, at which place the 
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railway from Port Hawkesbury terminates, and Louisburg are the 
two most important harbors on the Island of Cape Breton. The 
former possesses a fine harbor, frequently compared to that of 


‘Sydney, Australia, but it cannot be classed as an open port, as 


there is an ice embargo from four to five months in winter. The 
entrance is two miles wide, easy of access and without rock or 
shoal. Six miles inland from the entrance, there are two arms, 
each with a length of five miles and breadth of one and one-half 
to two miles, one running in a westerly direction, on which the 
town of North Sydney’ is located, and the other in a southerly 
direction, forming the Sydney harbor proper. There is deep 
water, good anchorage grounds and very little or no fog. 

South and east of Sydney and connected with that place by 
rail is the old French town of Louisburg, which the Dominion 
Coal Company, limited, is to utilize as its shipping port during 
the winter season. The extreme width of the entrance to this 
harbor is one mile, but the ship’s channel, from Battery Island 
to the northern shore, cannot exceed one-half of that distance. 

‘The noble port of Louisburg,” as it has been styled, has 
good depth of water, is open in winter, and the northeast and 
southwest arms,’ each of which is about one mile long by one-half 
mile wide, afford safe anchorage. Occasionally in the spring 
the entrance is blocked with drift ice and the port is not as 
readily made by ships as that of Sydney; it is, however, nearer 
Galway, Ireland, the distance being 1940 miles, while that of 
Sydney is 1950 miles. A railway ninety miles in length is to be 
constructed from a point near Port Hawkesburg to this harbor. 

If landings are made at the Cape Breton ports, it is necessary to 
cross the Strait of Canso by ferry,and should this seem a disadvan- 
tage without offset inthe saving of time, there is a project to con- 
nect by rail the Intercolonial system terminating at Port Mulgrave 
on the main land with a port seven miles distant at the south- 
eastern entrance of the Strait of Canso, where ample facilities for 


* North Sydney is seeking to supplant Rimouski as the port of call in summer. 
2 In some severe winters the northeast arm has been frozen over, but tug boats, it 
is asserted, can without difficulty keep a channel open. 
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terminals are afforded. The approach to this harbor is readily 
foretold by the definite character of the soundings, and its entrance 
is twelve and a half miles wide without island, bar or shoal. Cheda- 
bucto Bay constitutes what may be called the outer harbor, the 
inner being formed by the Strait of Canso, Inhabitants Bay 
(including Caribacou Cove) and the entrance to the Lennox 
Passage. There is deep water, safe anchorage, and the tide is 
four and a half feet. The harbor never freezes,* and there is no 
fog inside Cape Canso. This spacious harbor is scarcely inferior 
to the San Francisco Bay of California. 

Whitehaven, south and west of Cape Canso, possesses an 
excellent harbor, secure, roomy, accessible at all seasons of the 
year, with deep water, good anchorage and an extreme length of 
seven miles. It has three entrances, one of which is the ship’s 
channel. On account of a number of outlying ledges, navigation 
to the port is somewhat intricate, and fogs in the vicinity are not 
infrequent. A railway fifty miles in length has been surveyed 
from the Government Railway near New Glasgow, N. S., to 
Whitehaven. As Eastern Nova Scotia and Cape Breton Island 
abound in coal fields, these ports have a distinct advantage over 
all others on the entire coast line. There are many fine harbors 
on the seaboard southwest of Whitehaven, but every mile in that 
direction increases the distance twofold between Cape Race and 


Moncton. 
ORLANDO PERKINS SHANNON. 


Boston. 

*The Strait of Canso is about twenty-one miles long, and at the narrows near its 
northwest entrance, an ice-jam forms in winter. When this breaks in the springtime 
more or less ice floats through the Strait, but does not obstruct navigation, the mail 
boat “ Rimouski,” eighty tons, making regular bi-weekly trips from Port Mulgrave to 
Arichat, Canso and Guysborough during the entire year, and the ferry steamer 
“Mulgrave,” 300 tons, making daily passage across stream from Port Mulgrave to 
Point Tupper, Cape Breton. 
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THE HEDONISTIC INTERPRETATION OF 
SUBJECTIVE VALUE. 


One of the most important facts in the history of political 
economy was the connection which existed between the science 
during its formative period and the ethical theory of utilitarian- 
ism. These two remarkable systems grew up from infancy 
together. In the writings of Jeremy Bentham the doctrine of 
utilitarianism first found a thoroughly consistent statement; and 
it was by Bentham’s friends, Ricardo and James Mill, that the 
first attempt was made to construct, upon the lines indicated in 
the work of Adam Smith, a logically complete and consistent 
science of political economy. Since the days of Bentham’s 
activity and influence the relationship between economics and 
the ethical theory has been so close as even to appear organic, 
and it is inevitable that now, in its maturity, political economy 
should exhibit in a conspicuous manner both the evil and the 
good results of this early association. 

Our attention must be directed at this time to one particular 
result of this historic connection between utilitarianism and polit- 
ical economy. This result is the frequent occurrence in eco- 
nomic literature, even of the present day, of the psychological 
doctrine which lay at the foundation of Bentham’s great work. 
Its most forcible statement is Bentham’s own, in the opening 
paragraph of the Principles of Morals and Legislation. ‘‘ Nature 


( has placed mankind under the governance of two sovereign 


masters, pain and pleasure. It is for them alone to point out 
what we ought to do, as well as to determine what we shall 
do. . . . They govern us in all we do, in all we say, in all we 
think ; every effort we can make to throw off our subjection will 
serve but to demonstrate and confirm it. In words a man may 
pretend to abjure their empire, but in reality he will remain sub- 


ject to it all the while. The principle of ué#ity recognizes that 
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subjection and assumes it for the foundation of that system, the 
object of which is to rear the fabric of felicity by the hands of 
reason and of law.” This, then, being the inevitable character 
of all human action whether we are conscious of it or not, true 
wisdom evidently consists in frankly recognizing the fact, and in 
seeking most consistently and intelligently for the greatest pos- | 
sible amount of pleasure. One of Bentham’s earliest tasks was 
therefore the indication of a method for estimating the relative 
values of the different classes of pleasures and pains; and for 
striking a balance, in particular cases, which should show the 
net pleasurable or painful result of the course of action proposed. 

Such is the doctrine which constitutes the psychological 
foundation of much of our current economic literature. Jevons’s 
elaborate restatement of this philosophy of hedonism, in connec- 
tion with the theory of consumption, has done much to win for 
it popularity and general assent, and the large importance which 
it is commonly understood to possess in the subjective-value 
theory of Austrian economists has further tended to strengthen 
its position. The truth of this psychological principle, and its 
real importance for valid economic theory, may therefore well be 
more closely examined. If the doctrine is not true it must 
inevitably lead to serious confusion whenever it is definitely 
assumed as the basis of a theoretical discussion or tacitly | 
assumed in economic criticism. It may not be improper to say, 
at the outset, that this assumption, which has played so impor- 
tant a part in the history of ethics, and which still retains much 
of its earlier influence upon political economy, is believed to be 
fundamentally unsound. It is a lingering tradition of the science, 
an idol of the theater, whose sovereignty should no longer be 
even tacitly acknowledged. 

Two articles have recently appeared in which the two main 
questions, to which attention has just been called, are suggested 
in a very striking manner. The first of these is Professor Had- 
ley’s paper entitled ‘Recent Tendencies in Economic Litera 
ture,”’* the important part of which, for the present purpose, is 


* Yale Review, November 1894. 
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the criticism of the Austrian school. The second is Professor 


| Taylor’s, upon “ The Evolution of the Idea of Value.”* In both 


of these discussions the principles of the hedonistic psychology 
are somewhat definitely assumed to be true, and in either case 
with unfortunate results. Both writers also assume that this 
psychology is the logical foundation of the Austrian theory of 
value, Professor Hadley stating this belief more explicitly though 
not more positively than Professor Taylor. These articles there- 
fore raise quite opportunely and in the most definite manner the 
whole question of the relation of hedonism to the economic doc- 
trine of value, and a detailed review of them will be the most 
effective means of exhibiting the nature of the difficulties to 
which an inadequate psychology may give rise. The present 
discussion will have failed to realize its purpose if, in its treat- 
ment of points of critical detail, it allows the more important 
general aspects of the question to be lost sight of. 


Professor Hadley understands the Austrian theory of value 
to be based upon the assumption that subjective valuation is a 
process of calculating pleasures and pains, after the manner 
so elaborately specified by Bentham and his disciple Jevons. 
He accordingly objects to this theory, not because the psy- 
chological assumption upon which it rests is wholly unsound 
but because this assumption is true of only a small portion 
of actual economic conduct. Professor Taylor, on the other 
hand, is disposed to admit the validity of the theory as a full 
explanation of present economic facts, but anticipates an Arca- 
dian future state in which goods of all kinds shall be esteemed, 
not, as now, according to their subjective value but according to 
their true worth. Before proceeding further it may be well to 
repeat that these two criticisms seem to be founded upon a mis- 
apprehension of the real nature of subjective valuation. Ben- 
tham’s forcible statement of the hedonistic theory is assumed to 
be a sufficient account of the nature of economic choice. Men 
are believed to be guided in their economic action by a desire for 

* JOURNAL OF POLITICAL Economy, September 1895. 
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the greatest possible amount of pleasant feeling. The study of 
the articles before us will illustrate the manner in which this 
erroneous theory concerning a matter of psychology may be, and 
has proved itself to be, a source of perplexity to economists. 

Professor Hadley, then, understands the Austrian ‘“deduc- 
tions” to be founded upon the assumptions, (1) that people try 
to spend their incomes intelligently in accordance with Weber’s 
law ; (2) that in an ideal state of society they would succeed in so 
doing. By Weber’s law is to be understood the proposition tha 
sensation in general bears, within limits, a continually diminishing 
ratio to physical stimulus as stimulus increases. In accordance 
with this principle, to use Béhm-Bawerk’s illustration (though 
he does not speak of ‘‘Weber’s law’’), the tenth overcoat which 
a person acquires is worth much less to him than the first. Profes- 
sor Hadley then points out his objections to these presupposi- 
tions, substantially in the following manner. It is true that part 
of the world regulates part of its expenditures in accordance 
with Weber’s law, and that in an ideal state a larger part would 
regulate more of its expenditure in this way ; but the truth is that 
this portion of expenditure must always be relatively very small. 
The greater part of general expenditure is not regulated by cal 
culation of pleasures and pains, but is dictated by custom and thd 
demands of society. 

Now, as a matter of fact, the admission that any portion 
whatever of anyone’s expenditure is regulated in o—ruagun, 
with Weber’s law is of very questionable validity. In the criti- 
cism before us, however, the admission is made, and a difficulty 
forthwith presents itself in consequence. Professor Hadley 
immediately anticipates an objection which will be made to his 
introductory criticism of the Austrian school. This objection is 
that in order that social demands should have any control over 
one’s expenditures, the victim must submit, must think it best 
upon the whole to obey, and that, therefore, expenditures ‘ dic- 
tated” in this way are just as truly regulated by calculation of 
pleasure and pain as any others are. This objection Professor 
Hadley meets by the reply that it involves a confusion between 
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intensity of motive and quantity of happiness. Social demands 
operate as intense motives, but it does not follow from this that 
obedience to social demands produces happiness. But a certain 
quantity of happiness is always the end sought when Weber’s 
law is used as a formula for conduct. Conventional expendi- 
tures notoriously do not produce as much pleasure as do those 
/which are more largely occasioned by the individual’s personal 
‘choice and are, therefore, not governed with reference to 
Weber’s law. These two classes of expenditure must then be 
kept rigorously distinct in logic. But notwithstanding this 
logical distinction, we are told, Weber’s law still cannot be 
allowed any domain for its own exclusive sovereignty. Custom 
and sentiment ruthlessly encroach upon it on every side. No 
(tine can be drawn between what a man spends as he will and 
\what he spends as he must. As a matter of fact, Professor 
Hadley concludes, this circumstance is not unfortunate, for the 
conscious pursuit of happiness is only too apt to defeat its own 
end. Unconscious activity (sic) is much more efficient. 

Before passing on to notice this general position one minor 
point should be observed. Conduct regulated in accordance 
with Weber’s law is said to be inspired by a desire for pleasure ; 
,but conduct due to the demands of society is influenced merely 
iby an “intense motive,” and does not necessarily produce hap- 
\piness at all. But does it follow from this latter circumstance 
that conventional conduct is not directed by a calculation of 
expected pleasures? In other words why may not the content 
of the “intense motive” be a desire for pleasure? The motive 
fmust have some content, else it would not be a motive at all. 
Motive must not be confused with impulse. A motive must 
always be definite and fully self-conscious, for a motive is merely 
the object upon which it has been decided to concentrate atten- 
tion and effort. An ‘intense motive’’ must then be something 
in particular and why upon the hedonistic hypothesis may it not 
in this case be the pleasure which conventional conduct is 
expected to yield? Unless this “intense motive’ is something 
definite it is very wrongly named. If there is not some definite 
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motive in people’s obedience to custom and to social require- | 
ments, these can only be matters of mere blind impulse; and in | 
fact this seems to be Professor Hadley’s real view." 

The admission, therefore, that the Benthamite calculus of 
pleasures and pains is a real possibility, and that it regulates in 
part a small division of human conduct has led to this curious 
result. Conduct is in part regulated by a calculus of rer than 


and pains, and in part by an “intense motive,” little better than 
blind impulse, due to the stern demands of society. It must be 
evident at once that this antithesis has no existence in concrete 
fact. It is impossible that man’s economic conduct should in 
one direction be voluntary and in another involuntary, or that in 
the same case at the same time it should have “many of the 
characteristics of freedom,” but be ‘much more governed by 
custom and sentiment than by calculation of enjoyment.”? It 
is true, as Professor Hadley says, that “you cannot divide a 
man’s income sharply into the part which he spends as he must 
and the part which he spends as he pleases;’’3 but this statement 
is true, not because the two kinds of conduct are inextricably 
mingled in actual fact, but for the simple reason that there are \ 
no two such modes of conduct between which such a line is / 
necessary or even thinkable. And at this point it should be 
said that the question here involved is in no way connected with 
the question of free will and determinism. We do not need 
just now to decide whether the will is “ free’ or ‘‘ determined,” 
but simply to insist that all conscious action is voluntary, what- 
ever the nature of will itself may be. One may complain 
bitterly of the necessity which forces him to act in a particular 
way, but he will, nevertheless, afterwards defend his course by 
protesting that he could not possibly have chosen to do other- 
wise. The antithesis then, the attempt to establish which we 
have been examining, between the two kinds of action, is 
evidently founded upon two very serious assumptions; (1) that 
there is such a thing as acting againt one’s will, and (2) that | 
* Loc. cit., pp. 255-7. 

* Ibid., p. 256. 3 Ibid. 
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when one acts as he “ pleases” he is moved by the desire for 
pleasure. As a matter of fact, the second of these assumptions 
is no less inconceivable than the first. 

To this point, then,a moment’s attention may profitably 
be given. It can scarcely be necessary to enter in great detail 
upon so elementary a matter, but it may be well to indicate very 
briefly some of the leading considerations which bear upon this 
assumption of the old-fashioned hedonism. In the first place, 
pleasure (or the desire for pleasure), is, of course, not itself a 
primary fact of consciousness. It is not the first and most 
elementary aspect of conscious life. On the contrary, it requires 
explanation. A sufficient account of the matter for the present 
purpose may be that pleasure is the feeling concomitant of 
certain states or modes of activity —a definition scarcely more 
than nominal, but one which indicates sufficiently well a perfectly 
evident fact of experience. Pleasure in other words results 

= ( from the attainment of some already existing end of action; it 
_ is not itself an end. Pleasure is always felt as the accompani- 
ments of some activity, or of the possession of some thing. As 
Professor Hadley remarks, nothing can be truer than that 
pleasures of all ranks, from the most refined to the most sensu- 
ous, are impaired when the end sought is pleasure itself instead 
of the desired thing. It is even true, speaking roughly, that 
the intensity of the pleasure which is felt in the pursuit of a 
certain object is directly proportional to the intensity of the 
interest which is taken in the thing which it is desired to obtain. 
This, however, is far from meaning that ‘‘ unconscious activity,” 
as Professor Hadley has expressed it, is more productive of pleas- 
re than is conscious. It rather means that pleasure arises in the 
fullest measure from the most intensely conscious pursuit, not of 
pleasure, but of actual objective ends. The question is not 
whether our pursuit of pleasure shall be conscious or uncon- 
scious, but whether anything but the conscious pursuit of objects 
as such is conceivable as a concrete fact. 
Probably no one will seriously question what has been said 
up to this point. But it may be urged that, nevertheless, there 
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is still something to be said for the older view. If pleasure is 


not the actual end which is consciously sought, is it not, after 
all, what we are after when we seek certain objective ends? Is 
not self-forgetful absorption in the end as such merely the 
method for securing to ourselves what is really our object, first 
and last,— namely, pleasure? Is not pleasure what we really 
seek, although the necessary condition of our success is that 
we lose sight of it? To this contention it must first be 
answered that it is a very different one from the view which we 
have been examining. The ground of defense has now been 
shifted from a theory as to the character of the ends of actual 
conduct to one concerning the reason for our interest in certain 
ends. But the economist, when he undertakes the discussion of 
subjective valuation as a factor in determining the exchange 
value of goods is surely concerned with the objects of desire as 
desired, and not with the theory of the origin of our interest in 
them. 

Fully to discuss this latter point would not be strictly rele- 
vant and would carry us too far afield. Yet it may be suggested 
that, even in the sense indicated in the objection just referred to, 
pleasure is not the real end of action. This becomes more evi- 
dent from a consideration of the actual experience to which the 
objection refers. We do not first feel a desire for the abstract 
pleasure as such which may be derived from the possession of a 
certain thing, and then, judiciously forgetting all about it, bend 
all our energies to the direct effort to secure the thing itself. 
On the contrary the occurrence of this alleged original image of 
pleasure must be explained. The pleasure which we imagine at 
the outset and which holds our interest to the effort to obtain 
the desired object arises itself out of the contemplation of our 
possible actual possession of the object as such. In other words 
the difficulty with this revised hedonistic theory is that it fails to 
explain the origin of the idea of the pleasure which is said to be 
implicitly sought. Yet this must be explained, and it can be 
explained in only one way. A want of some object occurs, ri 
reasons which do not now concern us. Our motive consists in 
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| the vision of ourselves in possession of the desired object, and 
the pleasure, here as always a sequent, not an original fact, is the 
inward sign of the anticipated satisfaction of the want. Mere 
pleasure as an implicit end of action in abstraction from all con- 
crete circumstances is unthinkable. And in general we may 
finally conclude that things which satisfy our wants, and not mere 
pleasant feelings, are always the objects of actual desire. This is 
the answer which must be made to the hedonistic theory. Even 
if we choose to say with Bentham that man is under the govern- 
ance of sovereign masters, it cannot be admitted that pain and 
pleasure are of their number. 

We may now return to the distinction which was under 
examination, between voluntary calculated action and action 

\ dictated by the customs and conventionalities of society. The 
distinction implies, inthe first place, the possibility of involuntary 

_economic choice, and, in the second, the proposition that volun- 

/ tary action is determined by a desire for pleasure, on the part of 

the individual. The conclusion has now been reached that 
neither of these necessary implications can seriously be main- 
tained. Yet upon no other hypothesis can the distinction be 
maintained. First of all the theory that pleasure is the end of 
action results necessarily in the arbitrary definition of voluntary 
actions as those which are determined by a calculus of pleasures 
and pains. Voluntary action of course is calculated action and no 
calculation can reckon with aught but pleasures and pains. But 
in the second place it is evident that the greater part of one’s 
normal expenditure is not regulated by any such process. 
Therefore the greater part of one’s expenditure is involuntary 
and the curious distinction at once presents itself between ‘“abso- 
lute” and “ positive’’ utilities." 

In point of fact all conscious action is more or less deliberate, 
‘and no portion of economic action can properly be called uncon- 
scious. Such action is certainly always voluntary and is always 
directed towards the attainment of objects which, whatever the 
reason may be, the individual identifies with his welfare. A 

* Jbid., p. 256.—Quoted from Professor S. N. Patten. 
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man who attaches great weight to the social sanction may often| 
act unwisely. His friends may do well to counsel him to rele- 

gate fashionable clothes and opera tickets to a lower place in his - 
scale of valuation, but the economist as such takes no interest in. 
the occasion or the outcome of these endeavors. The tyranny off 
fashion may be very burdensome to society as a whole and to, 

individuals, but on this account the value theorist need give him- 

self no concern. 

Subjective valuation is therefore valuation of goods as iden 
tified with one’s own well-being, and not a calculation of the 
pleasures to be derived from them. This point should be some- 
what more carefully noticed. It is evident that all desire for 
one’s own well being is ‘“ subjective” since it arises out of the 
connection of one’s self with a certain end of action; but it is no 
less obvious that just because desire has always to do with some 
object as such and never with pleasure as such it is no less prop- 
erly “objective.” This use of the word “subjective,” therefore, 
as applied to valuation should be closely attended to. It does 
not properly carry with it the idea of inner feeling as clan 
to outer stimulus. Subjective value is rather the value which a, 
single individual places upon an objective thing; and its correlate | 
is objective or exchange value, which, in any particular case, is the, 
relation in which one commodity stands to others, or to money, 
in the market. ‘‘ Subjective’ does not properly connote feeling ; 
it should do no more than suggest the individual character of) 
the act of valuation. It is precisely at this point then that the 
error is made which leads to the hedonistic interpretation of 
subjective value. The error consists in making the distinction 
between ‘‘ subjective” and ‘“ objective” equivalent to one between 
“inner” and “outer,” between inner feeling and its outer cause, 

The distinction between positive and absolute utilities as cor- 
relative respectively, to voluntary and involuntary economic 
choice has now been examined. It affords as striking an exam- 
ple as could be desired, of the results which follow in economic 
theory from a mistaken psychological presupposition. It matters 
little whether it be maintained that this distinction is of practical 
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use in the classification of real economic conduct, or whether, as 
Professor Hadley has endeavored to show, the line which it indi- 
cates is merely logically conceivable, but cannot be drawn with 
certainty between the two extremes. The possibility of consist- 
ently conceiving the extremes is the really important question. 
The distinction, in the form in which it is usually stated, stands 
or falls with the hedonistic theory, and we are obliged to con- 
clude that this theory will not bear examination. The distinc- 
tion unquestionably has a degree of real validity and when it is 
properly stated may freely be accepted. There certairily is 
some meaning in the broad distinction between expenditure to 
which a social sanction is attached and expenditure which is 
without any such definite direction. It is a matter of relative 
indifference, for example, so far as society is concerned, whether 
one purchases the novels of George Eliot or Thackeray. But 
stated in this manner the distinction is one which has no mean- 
ing for political economy, and, more particularly, none for the 
theory of value. 


An illustration has thus been afforded of the unfortunate 
results which the psychology of hedonism occasions, when it is 
definitely assumed in economic theory as a point of departure. 
Leaving this matter, therefore, for the present, we may pass to 
the consideration of the further question as to how really neces- 
| sary to the logical integrity of the Austrian theory of value this 
remnant of utilitarianism may be. In the judgment of the 
writer the work of the Austrian school, whatever its shortcom- 
ings, is not logically grounded upon the hedonistic theory of 
desire. The discussion of subjective value by Professors Béhm- 
Bawerk* and Wieser? is surely very widely different from Jevons’s 
virtual reproduction of Bentham’s exposition in the Theory of Poltt- 
ical Economy. It is true that we find in Weiser’s Natural Value a 
discussion of Gossen’s law of the satiation of wants, whose math- 
ematical exactness of detail is suggestive of Bentham’s calculus 
*Cf. Positive Theory of Capital (trans.), book iii. chaps. i. and ii. 
* Natural Value, book i. chaps, ii. and iii. 
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of pleasures. We notice also in the Positive Theory of Capital the 
statement that a good is valuable which secures one “a feeling 
of pleasure” which one would not have without it.* But beyond 
such occasional expressions as these, there is no trace of any 
particular psychological theory. On the contrary we have the 
simple statement that [subjective | value is the importance which 
a good or complex of goods possesses with respect to the well-be- 
ing of asubject.? Upon this truth, and the other perfectly obvious 
one, that the importance of a single article for one’s well-being 
depends upon the number of similar articles one may possess, the 
superstructure is built. Obviously the person concerned is the sole 
judge of this importance, and his judgment is none the less his own, 
and none the less a judgment of utility for him, because he allows 
it to be influenced by the “demands of society.” It is not the 
present purpose to defend the Austrian economics as a whole; 
whatever its merits and faults may be, its fortunes are in no wise 
bound up with those of the Benthamite psychology. Finally it 
should be said that the analogy which has sometimes been 
assumed to exist between the principle of subjective value, and 
Weber’s law of physical stimulus and sensational effect is at best 
very artificial. 

The opinion which has just been expressed as to the absence 
of logical connection between the Austrian economics and the 
theory of hedonism may require somewhat fuller justification 
than it has received. Attention should be directed to the doc- 
trine of subjective value, as it is stated by the school, for upon 
this the whole structure ultimately rests.. In doing this it is not 
at all to the purpose to attempt to justify the conclusions which 
may have been deduced from the principle in question, nor to 
defend the precise manner in which the principle has been stated, 
but merely to see whether, as an economic doctrine, this princi- 
ple of subjective value is logically dependent upon the psycho- 
logical doctrine that pleasant feeling is the object of desire. 
This principle of subjective value is that the desire for any particular 


*English translation, p. 130. 
* p. 135. 
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object or class of objects tends regularly to diminish in intensity 
with the increase in the degree of its satisfaction, and that, 
accordingly, the value of any one of the particular objects which 


‘yield the satisfaction diminishes as their number increases. The 


question then arises: Exactly why should a person value one 
particular article in a supply of ten similar ones less highly than 
if this single article were the only one in his possession? The 
obvious answer to this question is that the ten articles together are 
worth less to him, proportionally, than the single one would 
be, and that therefore any one of the ten must be worth abso- 
lutely less than if it were the only one in his possession. But it 
may then be asked why ten articles of a certain class are worth 
relatively less than one, and the reply may perhaps be made that 
this fact is an illustration of the general law of the fatigue of sen- 
sation under oft-repeated stimulation. This answer, then, is the 
precise point which calls for closer consideration. Is it sufficient? 
If it is not sufficient, does the principle of diminishing utility, 
which has just been given as the foundation of the Austrian the- 
ory of value, depend upon this theory of hedonism? Do we, as 
this answer implies, value things because they produce pleasure ; 
and value the marginal article less than the first because it finds 
our sense organs in a condition of fatigue? If not, and if the 
principle of diminishing utility can be explained only upon some 
other supposition, then the Austrian discussion of value is not, as 
is so freely assumed, founded upon the infirm hedonistic theory, 
and does not stand or fall with it. 

Evidently this is a restatement of the question, which has 
already been briefly discussed, as to the character of the object 
of desire. The conclusion upon this point was that the object 
of desire is not pleasant feeling, but some thing, judged by the 
individual to be necessary for himself. Does this conclusion hold 
good when brought to the test of explaining the fact of diminish- 
ing satisfaction? To determine this, a few particular cases may 
be examined. What is the case with physical hunger? We do 
not tire of eating because our desire for the pleasure of eating 
is gradually diminished. On the contrary, we cease to experi- 
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ence any pleasure as soon as the demands of the system for 
food have been satisfied. It is paradoxical to suppose that 
pleasure, as such, can ever pall. In the same way nearly all 
normally constituted persons will become indifferent to further 
additions to their libraries when their collections have reached a 

’ certain size, and will choose to spend their incomes in some other | 
direction. In this case, as in the other, this is not the result of 
a surfeit of the pleasure of owning books, merely as pleasure. 
The real fact is that, in such a case as this, one’s books have 
become so numerous that further supplies cannot be used by the | 
owner, perhaps even for ornamental purposes, and he can there- 
fore no longer find satisfaction in the thought of owning them. 
And in general, to state the case in the convenient terms of 
Gossen’s law, increasing supplies of a commodity “satiate rt 
want” for that commodity, not our desire for pleasure. Desir 
for pleasure as such, if possible at all, would in the nature 
of the case be insatiable. A desire for a particular kind of | 
goods, on the other hand, is necessarily limited at any given | 
time, and limited by the extent of the need which the ee 
recognizes as existing for such goods in his own particular cir 
cumstances. Inevitably the desire for additional increments of 
every species of goods must become less and less with the 
decreasing ability of the individual to make use of them, until 
the point is reached beyond which further increments are indiffer- 
ent or positively undesirable. 

Want, then, is the prerequisite condition of desire, and hence 
of the pleasure which arises from the satisfaction of desire, and 
under the category of wants must be included wants of every 
variety, physical or otherwise, of which man is capable. The 
desire for commodities, the consumption of which is in a manner 
“‘dictated”’ by custom or the common consent of society is sub- 
ject, so far as its endurance is concerned, to the same law which 
governs the consumption of food. Whether the want in question 
is an organic and so a universal one, or whether like the want of 
gloves, it is more or less conventional, is not at all to the purpose, 
so far as the theory of value is concerned. In many cases the 
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minimum of consumption may in a manner be prescribed by 
society, or may be fixed for the individual by custom, the real 
extent of whose influence upon him the individual may be utterly 


unconscious of; but the fact remains that increments of the com- 
modity in question, in excess of the minimum, suffer, in these as 


in all cases, a progressive depreciation. Our desire for a certain 
thing may be from the point of view of some one else, utterly 
irrational. But it is none the less a desire because it is irrational 
a even habitual, and, as a desire, it is subject to the same 
inevitable law which all other desires obey. One person’s desires 
may perhaps be more praiseworthy than another’s; he may, 
conceivably, even be able to render a more reasonable justi- 
fication of them than another, but both persons, when they think 
they have enough of what they want, will take less and less 
interest in further acquisition. It is this latter fact alone 
that economics is concerned with at this point in the theory of 
value. 


The question which it was above proposed to examine was 
whether the Austrian theory of value is as closely connected 
with the hedonistic theory of desire as Professor Hadley, among 
others, takes for granted. The Austrian theory of value is 
founded upon the principle of diminishing utility. And this 
principle of diminishing utility, identified with Weber’s law by 
hedonism, has just been seen not only to be fully explicable 
without the assistance of the hedonistic doctrine, but to be, in 
fact, quite inexplicable upon any such hypothesis. It may, 
perhaps, be true that the writers of the new school, both those 
‘who have been mentioned and others as well, occasionally use the 
language of hedonism in their discussions. It may be that certain 
of these writers really believe, as Jevons did, that their theory 
of value is a consequence of that doctrine. But however this 
matter of fact may stand, our present conclusion must be that 
there is no real connection whatever between the economic and 
| the psychological theories in question. The latter is unsound. 
The former is based upon a principle so true that its certainty 
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can scarcely be doubted, even after the very longest of artificial 
and over-subtle expositions. 


Professor Taylor endeavors in the second part of the article, 
to which reference has already been made, to establish a con- 
ception of worth as distinguished from value. Worth is to be 
the supreme economic category in the future state, when scarcity 
and ignorance shall no longer affect choice.* In the ideal state, 
where neither of these unpleasant facts will be present, goods, 
will be consumed according to their true worth,— according to} 
the degree in which they conduce te man’s highest welfare. 
As society progresses, the present day category of value is 
gradually to lose its meaning and importance and give place to 
the higher idea. In order more clearly to convey the idea of 
worth, the case is considered of a fall in the average price of 
commodities, the conditions directly affecting the value of the 
standard of value remaining unchanged. The fall in prices may 
then be due to two causes: (1) commodities may be more 
abundant; (2) they may be less highly esteemed. The price 
of an article is thus to be understood as the resultant of outer 
and inner influences, of scarcity and worth.?, When a fall occurs 
in the price of any article, if the portion of the fall due to in- 
creased supply of the article be subtracted from the total fall, 
the remainder, if any there be, indicates the diminution of “‘ worth” 
of the article and represents the influence of subjective causes. 
“Worth is the result of mental or moral conviction independently ) 
of the supply of the commodity.’’3 

In the earlier portion of the article occurs a discussion of 
subjective value, according to which it appears that subjective 
valuation is a matter of calculation, and that the magnitudes | 
involved are pains and pleasures. Thus the subjective value 
of a supply of goods is the quotient of the whole supply divided | 
by the increment which produced the last pleasure, the last 
pleasure being that which just repaid the cost (pain) involved 

* Loc. cit., p. 433. 

[bid., p. 429. 3 Jbid. 
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in obtaining it. At this juncture a question suggests itself. 
Just what connection is supposed by the author to obtain 
between “worth” and this hedonistic conception of subjective 
value. “Worth and odjective value,” we are told, ‘are wholly the 
result of subjective estimate; but objective value is partly a 
reaction from change ‘in cost.”* Worth therefore, by implica- 
tion, has no relation to cost. But subjective valuation is a process 
of calculating pleasures and pains, and a calculation of pains 
means a Calculation of cost. Subjective value involves a con- 
sideration of cost and thus appears to differ quite distinctly 
from worth,—so that clearness demands a distinction in termi- 
nology. And yet we are told that “it is wrong to regard the 
new conception as essentially contradictory of the older. It is 
largerand more comprehensive.”’3 The definition of subjective 
value given by our author, and the somewhat uncertain position 
of worth are, as will be seen, very significant. In the meantime 
it seems upon the whole to be most reasonable to conclude 
from these indications that worth is understood to be the quality 
of true utility, or pleasure-producing power, which attaches to 
things irrespective of their scarcity. Now it may perhaps be 
that in Arcadia scarcity will never have to be considered, since 
goods are to abound “as the spontaneous products of the tropical 
sun.”* It is perhaps as bold (face Mr. Malthus) to deny this as 
to affirm it. In any case, the first important question for us is 
the present-day value for economics of a conception of abstract 
worth without regard to concrete circumstance. 

Such a category as this is not an economic one at all. © Grant- 
ing the doubtful possibility of forming an estimate of any object 
whatsoever, otherwise than in terms of its value for human pur- 
poses, and as compared with other objects, such an estimate 
cannot be of importance for the theory of economics. Economic 
value is a matter of demand and supply, and neither of these two 
factors has effect in determining value, except in relation to the 
other. It is true that if we could deduct the amount of fall due 

* Pp. 419-20. 3P. 432. 
*P. 429. 4P. 433. 
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to increased supply from the total fall, we should have left the 
result of the diminished demand; but unfortunately we cannot 
possibly perform any such subtraction. An absolute increase in 
supply or an absolute decrease in demand may or may not be 
relative as well, and unless they are relative they are not eco- 
nomically important. A widespread conviction that the con- 
sumption of a certain commodity is an unmixed evil would doubt- 
less tend to lower its price, but the actual fall would be a func- 
tion of the two variables, demand and supply. Economic judg- 
ment does not consist in arriving at such ‘mental or moral con- 
victions”’ as the one just mentioned. These abstract convictions 
are doubtless influences which tend to act upon demand, but the 
making of them, and their rightness, are not, as such, circum- 
stances of interest to political economy. Economic judgmen 
has to do with actual conduct in the market, in view of all the 
conditions which may exist at the particular time. And, finally, 
it should be said that a proper decision in a definite situation, as 
to whether one sort of expenditure is more desirable than another, 
is more difficult to form and has more ‘mental or moral”’ signif- 
icance than a mere abstract opinion. 

We are thus brought back again, a second time, to the question 
of the nature of the subjective valuation of goods. Professor 
Taylor’s view has been seen to be the very general one that this 
subjective valuation is a process of computing pleasures and 
pains, and this view appears to have cast a certain discredit upon | 
itin hiseyes. It is true that judgments of worth are presumably 
to be made in the same manner; they are still to be expressions 
of subjective valuation, but the category of worth further implies, 
in some sense, a perfected choice, a correct judgment of ‘true 
worth.” Thus, whereas our ignorance today leads us to value 
inferior pleasures, men should desire superior ones, and when 
ignorance has vanished and the régime of worth has been ushered 
in, they will do so. The distinction between value and worth seems, 
then, to be almost equivalent to that between lower pleasures 
and higher, ideal ones. To this distinction, in spite of the admir- 
able efforts of John Stuart Mill to establish it, the laconic saying 
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of Bentham still seems to be fatal; ‘Quantity of pleasure being 
equal, pushpin is as good as poetry.” It is also fatal, therefore, 
to any proposal for a distinction between value and worth, 
which proceeds upon the hypothesis that subjective valua- 
tion is a calculation of pleasure and pains. In a word it appears 
that the author’s proposed distinction is, like that of Professor 
Hadley, due to this same psychological error. Subjective value 
is, on account of its supposed hedonistic character, felt to be 
untrustworthy, and recourse is to be had to a new and higher 
category. The basis of the distinction seems to bea sense of 
deprecation of man’s so-called grosser appetites,—a point of 
view which is, to say the least, extra-economic. The mani- 
fold difficulties in the way of successfully establishing this new dis- 
tinction in political economy would never have been encountered 
if the real nature of subjective valuation as it now stands had been 
rightly apprehended. 

The full significance of our author’s ambiguity con- 
cerning worth now comes to view. It has already been 
noticed that the exact relation of worth to subjective value 
is not made clear. On the one hand it is not “essentially con- 
tradictory” of the older conception and therefore implies the 
choice of pleasures, though of the higher ones. On the other 
hand it deserves a separate designation and is one day to 
“supplant all technical conceptions of value;” for choice will 
then be perfected and goods will be consumed according to their 
“true worth.”* These two positions can be reconciled only by 
identifying “true worth” with the ability to yield ‘“worthier” 
pleasures, but upon the conception of ‘worthier” pleasures 
Bentham has long since pronounced his veto. Pleasure as such 
knows no distinctions of quality. One enjoyment may surpass 
another in intensity; we cannot say that it is “better.” The 
author is apparently dissatisfied with hedonism, but yet cannot 
quite escape it. 

It has been attempted above to show that subjective value is 
not a judgment of pleasures and pains, but strictly a judgment 
of worth, that is, of the serviceability of things for one’s own ends. 
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What is in fact desired by men even in these times, so remote 
from the coming Arcadia, is not pleasure, but actual commodi-, 
ties for the consumption of which, for reasons of many aes, 
need is felt. Indeed, in the absence of evidence to the con- 
trary, we may be sure that this will always be the case. We | 
shall always consume according to our needs, however artificial 
they may be. We shall always esteem a large supply of neces- 
sary goods relatively less highly than a small one. We shall) 
never, at any stage in the consumption of a commodity, find | 
pleasure, as pleasure, unpleasant and cease to enjoy it, but shall 
always find our capacity for feeling pleasure diminishing at an/ 
increasing rate as our wants are more completely satisfied. | 
Lastly, in every case of effort to secure a certain object will 
always be found a more or less explicit judgment to the effect 
that our fullest efficiency demands it. We may do well to 
advise shortsighted persons to spend their incomes in a more 
judicious manner, and if we desire to be particularly impressive 
we may urge that they attend more closely to the “real worth” 
of things. In this sense Professor Taylor’s effort to establish 
the new category is a very praiseworthy, and even necessary one. 
But if by “real worth” we understand “intrinsic” or ‘absolute! 
worth,” we unfortunately are using terms which, for purposes of | 
economic theory to say the least, are meaningless; and if we! 
speak of “higher” pleasures we may be asked, most incon- 
veniently, to explain ourselves more clearly. Even for purposes 
of edification we will do well to make our appeal in language 
which, while it avoids the danger of referring to feeling as the 
ultimate sanction, still does not describe an ideal in which no 
one can take an interest. But this isa matter wholly without the 
scope of economics. It may be an important matter, but its 
importance is practical, not scientific. There may be necessity 
for a more judicious conduct of the process of subjective valua- 
ation. There is no necessity for a new scientific term such as 
“worth,” nor is there any possibility for one, for subjective valu- 
ation as a process must always remain just what, as a process, 
it has always been. 
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The papers here criticised go to show how a faulty view of 
subjective value may lead to obscurity and confusion in economic 
discussion. It is believed that the distinction between value and 
worth, no less than the distinction between absolute and positive 
utilities, is unnecessary and invalid. The unsound hedonistic 
theory, which is the only possible occasion for these attempted 
refinements, has been banished already from psychology, and 
there is no occasion to give it shelter within the neighboring 
domain of political economy. Ordinarily its presence may be a 
matter of indifference, but at critical moments it will be sure to 
prove a treacherous guest. 


Henry W. Stuart. 


UNIVERSITY OF CHICAGO. 


: 


NOTES. 


THE recent appointment of Professor Maffeo Pantaleoni to the 
chair of political economy in the largest of the Italian universities, 
that at Naples, must be a source of satisfaction to all who are interested 
in the teaching of this subject. The appointment means something 
more than the selection of a man of marked ability to fill an impor- 
tant position. It indicates that other forces are stronger than the 
political influence which was powerful enough to secure the resignation 
of Professor Pantaleoni from the post of director in the technological 
school at Bari, and to keep the chair at Naples vacant for more than a 
year, because he was almost sure to be selected when the choice was 
made. 

Readers of the Giornale degli Economisti are familiar with the 
uncompromising manner in which Professor Pantaleoni and his associ- 
ates have maintained the fight against corruption in governmental 
affairs, and against unsound measures of legislation. The fight has 
seemed a rather hopeless one, and for that reason all the more credit 
should be given for the pluck with which it has been maintained. 

It was for a vigorous attack upon corrupt officials, who were dealing 
in warrants or certificates for drawbacks of taxes, to be paid on the 
reéxportation of certain articles, that the pressure was applied which 
led to Professor Pantaleoni’s resignation from the post at Bari. The 
same pressure was doubtless exercised to the fullest extent to prevent 
his appointment at Naples. But, fortunately, the appointments in the 
royal universities of Italy are not in the hands of politicians. The 
method of selection is an admirable one, as the result in the present 
instance proves. When a vacancy occurs a board is chosen to select 
the man to fill it. In the selection of the board, and so in filling the 
vacancy, all who are supposed to be in a position to vote with most 
intelligence have a voice. The vote is not given by the faculty of the 
university where the vacancy occurs. That might favor home products, 
either alumni or men who are on the ground. Nor is it left to all men 
who hold chairs in Italian universities. What does a member of the 
medical faculty know or care about tle appointment of a professor of 
85 
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political economy or Greek? But all professors of political economy 
are interested in selecting a good man to teach that subject. There- 
fore each professor in the several Italian universities belonging to the 
faculty, be it law, medicine, or theology, where the choice is to be 
made, names the five men whom he thinks best fitted to decide the 
question. The votes are counted, and the five men whom most pro- 
fessors have confidence in form the board. Anyone is free to com- 
pete for the position, and applications are invited by public advertise- 
ment. In the case of an important post, like that at Naples, the 
competition is particularly active, including many of Italy’s leading 
economists. The decision is made after careful consideration of the 
published work of each applicant, with some attention to other evidences 
of his ability, and is virtually an acknowledgment of the primacy of 
the one chosen. Therefore the present appointment may well be a 
source of satisfaction to Professor Pantaleoni and his friends, as well as 
a cause of rejoicing to all who favor freedom in speech and writing. 


THE USE AND VALUE OF CENSUS STATISTICS. 


In his Growth of Capital, Robert Giffen enters an “emphatic pro- 
test against the heedless, off-hand use of statistics; “country has been 
compared with country and period with period in the most reckless 
fashion without any attention to the comparability of the data.” That 
some such warning is not uncalled for is forcibly brought to our 
attention by Mr. Mulhall’s recent paper on “ Power and Wealth of the 
United States.”* This writer’s standing as a popularly accepted 
expositor of statistical matters, as well as the currency obtained by the 
conclusions which he reaches in the paper in question, must serve as 
apology for a critical examination of the methods by which these con- 
clusions are reached. Such an examination is all the more in place, 
since the unparalleled prosperity which Mr. Mulhall finds to prevail in 
this country, especially in manufacturing industry, seems to be con- 
tradicted by a pretty widespread discontent among those who are said 
to enjoy this prosperity. Indeed, this apparent contradiction sug- 
gests the ungracious possibility that there may be a large element of 
fiction contained in the alleged facts which the author declares “are 
undoubtedly of the highest importance to the human race.” 


* North American Review, June 1895. 


| 
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Mr. Mulhall bases his conclusions on the figures of our census 
reports, but he seems not to have inquired more closely as to what 
these figures represent,—whether the estimates of wealth and the 
reports regarding manufactures and the wages of labor in the different 
decades are comparable. 

To substantiate the declaration that “the average of wages has 
risen 60 per cent. since 1870, Mr. Mulhall presents the following table, 
compiled from the United States Census Reports: 


Wages Paid Dollars 
Number of Operatives | (ygitlions of Dollars) | Per Operative 


1,311,000 379 289 
2,054,000 620 302 
2,733,000 943 347 
4,713,000 2283 485 


Had Mr. Mulhall examined the census bulletins of manufacturers 
of the eleventh census he would have found this remark: “In com- 
paring industrial statistics for 1880 and 1890 it should be borne in 
mind, as stated by the Superintendent of Census, that radical changes 
have been made in 1890 as well in form and scope of inquiry as in the 
method of presentation.”” He would also have found it explained 
that “In the form of inquiry used in the eleventh census respecting 
labor and wages the classified occupation and wage system was 
adopted. Officers or firm members engaged in productive labor or 
supervision of the business constitute one class, for which the wages 
reported are those which would be paid to employees for similar 
service.” While on referring to the earlier census reports, we find 
that in them neither firm members, officers of corporations, nor clerks 
were returned as operatives, nor the value of their services included in 
the wage account. On looking farther, we find the enormous increase 
in the number returned as engaged in manufacturing indus- 
tries at the census of 1890, explained, at least in part, by the fact ‘that 
previous censuses included as operatives only those engaged in employ- 
ments where machinery is used to a large extent. Obviously, there is 
a substantial difference in character between the wages statistics of the 
two census reports. On page 704, Part II., Compendium Eleventh 
Census, it is remarked that “No previous census of the United States 
obtained so complete reports regarding such trades as masonry, car- 
penteriny, blacksmithing, cooperage, painting, plumbing, and similar 
trades using machinery to a limited extent.” Referring to the table 
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of occupations, we find enumerated at the tenth and eleventh census 


respectively: 

1880 1890 
Painters and paperhangers ............ 17,711 56,281 


We here have in five occupations an increase of 265 per cent., with an 
increase in the population of the country of 25 per cent. A similar 
increase, though less marked, is found in other similar employments. 
Obviously, this large apparent increase in the number of persons 
engaged in these employments is due to the change in the method of 
enumeration, rather than to any actual increase. In these occupa- 
tions, wages as reported average fully 50 per cent. higher than the 
average of wages in employments previously enumerated as manufac- 
turing industries. There are further reported 461,009 employers, 
clerks and officers of corporations, with average wages nearly double 
the wages of other employees, which also goes to raise the apparent 
average wages. In replying to a letter calling his attention to the 
deceptive character of recently issued census bulletins regarding 
wealth and manufactures, the Commissioner of Labor in charge of 
Census, under date of May 3, 1894, wrote: 


You are aware, of course, that all the tabulations of the eleventh census 
were practically completed before I took charge of it. If there are glaring 
errors in it I am unable to help it, because I could not retake the census. My 
duty is simply to bring the results out in as creditable a way as possible. I 
am in no way responsible for the plans of the census or the collection of 
etatieties. . . «+ The fact that anumber of industries are included in the 
eleventh census that were omitted or neglected at the tenth cannot lessen the 
value of the figures for 1890. Omitting these industries for 1890, the figures 
for the census can be used (certainly in a rough way). The figures reported 
for the two censuses are comparable in every particular, except in so far as 
the schedule used at 1890 has obtained a more full and complete report. 
While the adoption of such a schedule was unfortunate, if the desire was to 
obtain only such figures as could be compared with 1880, it was a step in 
advance, and has resulted in obtaining a more complete report of the 
mechanical and manufacturing industries than shown by any previous census. 
The canvass of the principal cities was undoubtedly more thorough than at 
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1880; but, on the other hand, it is believed that the canvass of the rural dis- 
tricts was more complete at 1880 than at 1890. It therefore cannot be said 
that the entire canvass of 1890 was more complete than at 1880. 

It is probable that the more thorough canvass of the cities of 1890 has 
resulted in a large showing for such industries as masonry, carpentering, 
plumbing, painting and plastering referred to by you. Undoubtedly a num- 
ber of establishments were omitted in the canvass of both censuses... . . 
The inclusion in the schedule of separate questions concerning the number 
and salary of officers, firm members and clerks has without doubt resulted in 
obtaining a more complete report of these classes, but it cannot be said that 
they were entirely omitted in 1880, because the schedule used for some of 
the textile industries has separate questions for these classes. 

It is true, however, that in the large majority of industries, officers, firm 
members and clerks were only reported where the manufacturer considered 
they should be included in answer to the question, ‘Greatest number of hands 
employed ?” 

The schedule of 1890 also had separate questions concerning piece work, 
and this may have resulted in a more full report of that class of employees. 

The criticism that “explanatory remarks count for little, as the 
figures only are taken seems to be trivial; all statistical data must be accom- 
panied with explanation, and any one attempting to use the figures should 
give such explanation careful study. 


The criticism made in the letter, to which the Commissioner of 
Labor made this reply, that explanatory remarks count for little, as 
the figures only are taken, cannot be trivial if it is true, and the fact that 
our census figures are universally quoted with utter disregard of the 
explanatory remarks, even by those who, like Mr. Mulhall, are accus- 
tomed to deal with statistics, proves its truth. 

The Commissioner of Labor asserts that “the figures reported at 
the two censuses for the same industries are comparable in every par- 
ticular, except in so far as the schedule used in 1890 has obtained a more 
complete and full report.” ‘That is precisely the point. At the census 
of 1880 the canvass of the rural districts, where wages are lower, was 
more thorough than at the census of 1890. While the latter census, 
neglecting the rural districts, shows an enormous increase in the num- 
ber of higher-paid city mechanics not included in any previous census. 
If instead of including officers of corporations, employers and clerks, 
and higher-paid city mechanics not previously included, to the num- 
ber of a million or more, Mr. Porter had included a like number of 
farm laborers, who use machinery to a larger extent than painters, 
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plasterers and plumbers, whom he does include, he might conceivably 
have succeeded in showing a large decrease, instead of a large 
increase, in the average of wages. As to the Commissioner of Labor’s 
statement, that clerks and officers of corporations were not entirely 
omitted from the census of 1880, while it is true that in the cotton 
goods industry 2115 officers and clerks were included in the enumer- 
ation of employees, their salaries were not included in the wage 
account, nor were they included in the number of operatives. (See 
Compendium Tenth Census, Vol. I1., p. 1125.) Excluding employers, 
officers and clerks from the number of operatives, and the estimated 
value of their services, amounting to $391,988,208, from the wage 
account, there is an apparent average earnings for each operative of 
$442, instead of $485. But even this result is delusive, for the amount 
is obtained by dividing the aggregate wages (which is the earnings of 
the whole number of employees) by the average number employed. 

In his table Mr. Mulhall claims to give the total number of opera- 
tives employed, but a reference to the Census Reports, or to page 344 
of the Statistical Abstract for 1894, will show that the number quoted 
by him is the average number of operatives. In factories where work 
is steady the difference is not material, but in the building trades, 
where but few find steady employment for more than half the year, the 
difference is very material. Including their earnings in the wage 
account and dividing by the average number of employees serves to swell 
the apparent averageearnings. To illustrate: An establishment in one 
of the building trades may employ 100 men for 100 days at $3.00 per 
day; 60 of these men another 100 days at $2.50 per day, and ten of 
the men another 100 days at $2.00 per day.. This would make the 
total wages for 300 days $47,000 and the average number of employees 
5624. Dividing the total of wages by the average number employed, 
we have an apparent average of earnings of $829. As, however, there 
are 100 employees the correct average earnings would be $470, which 
' makes a very appreciable difference to the wage earner if not to the 
statistician. 

The fallacy of Mr. Mulhall’s conclusions as to the increase of wages 
is also shown by the investigations of the department of labor pre- 
sented in the Report of the Senate Finance Committee on Wholesale 
Prices, Wages and Transportation, from which it appears that the 
increase in the average of wages from 1880 to 1890 was less than 19 
per cent., or when averaged according to relative importance, 23 per 
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cent. The increase from 1872, when wages had reached their highest 
point, to 1891 was by simple average, 534 per cent., or when averaged 
according to importance, 10 per cent. 

No less fallacious than his conclusion as to the increase of wages 
are Mr. Mulhall’s conclusions as to the increase of wealth, and for the 
same reason, namely, the data compared are not comparable. This 
incomparability Mr. R. P. Porter, late Superintendent of Census, 
acknowledged in an article published in the Chicago Record, Novem- 
ber 5, 1892, by inserting opposite the estimates of value for 1860 and 
1890 in a table which he presented the remark: “ A comparison cannot 
be made; 1860 only includes estimated true value based upon assessed 
property.” But while thus acknowledging the incomparability of 
these estimates of value, Mr. Porter’s Census Bulletins, from which 
Mr. Mulhall’s figures are taken tabulate these estimrtes under the same 
heading. Census Bulletin 379 gives the following: 


ASSESSED VALUATION OF REAL AND 


True VALuE oF ALL REAL AND PERSONAL PROPERTY PersonaL Paorenry 


Amount Total Per Cap. 


1850 ....| $ 7,135,790,228 $ 6,024,666,909| $260 
1860 ....| 16,159,616,058 12,084,560,005| 384 
1870....| 30,068,518,507 14,178,986,7 32 368 
1880 ....| 43,642,000,000 17,139,903,495 342 
1890 .....| 65,037,091,197 . 25,473,173,418| 407 


It is evident from the small difference between the true and assessed values 
in 1850, and from the entire omission of the value of unorganized territories, 
that no account was taken at that time of the vast area of vacant public 
lands or any other property, real or personal, exempt from taxation and the 
same is probably true, at least to a considerable extent, in 1860. The true 
valuation reported for 1870 is believed to include, not only the property taxed, 
but also to a great extent that exempt from taxation by law, or escaping it by 
fraudulent evasion, but little information as to the kinds of property included is 
published. The report of 1880 shows a classification of the property included, 
indicating a more rigorous investigation as to the values. 


The more rigorous investigation of the census of 1880 may be 
explained by the fact that the law of 1850, which made it the duty of 
the United States marshals to collect the statistics and make the esti- 
mates of values, had prior to that census been so amended as to pro- 
vide for the appointment of a special agent for that duty. Mr. Robert 
P. Porter, late Superintendent of Census, was appointed to that office, 
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and with such effect that, although assessed values had increased but 
20 per cent., he succeeded in finding an increase in true value of 45 
per cent. In the remarks of bulletin 379 above quoted, it is stated 
“that the same is prodadly true, at least 40 a considerable extent, in 
1860.” In point of fact, there seems to be no doubt on the part of the 
census officials that what holds true of the census of 1850 in this 
report is also true, wholly and unquestionably, of the census of 1860. 
In his “Introduction to the Eleventh Census’ (Vol. I., p. 25), Mr. 
Porter also remarks: ‘“ The estimate of true value is necessarily based on 
data more or less incomplete and imperfect. Prior to 1880 no attempt 
was made to go outside the assessor’s returns.” This latter remark 
does not properly apply to the census of 1870, and in so far may be 
taken as an illustration of the inaccuracy of statement of the present cen- 
sus; butif prior to either 1870 or 1880 no attempt was made to go out- 
side of the assessor’s returns, the valuation of 1860 should not be 
accepted as the true value of all property and so used in comparisons 
with the figures obtained in later censuses. This caution might seem 
almost unnecessary in view of the fact that General Walker, in the 
Report of the Census of 1870 (Vinth Census, Vol. III., p. 8), has taken 
the pains to enter a caution against such use of the figures of censuses 
previous to the ninth. And in the same volume (p. 3) he further 
explains: 

Valuation—That part of the social statistics schedule of 1850 which is 
devoted to the subject of valuation has always been understood to require: 
First—A positive statement of real estate as assessed for purposes of state 


and local taxation. 

Second—A positive statement of the value of personal property as 
assessed for purposes of state and local taxation. 

Third—An estimate of the officer making the return of the true value of 
both species of property combined. The phraseology of the schedule in 
this matter is most unfortunate, but it has always been understood (inter- 
preted is hardly the word) to mean what is given above. 


General Walker’s caution is further borne out by the following 
statement of the Superintendent of the Eighth Census (volume on 
Morality and Miscellaneous Statistics, p. 294): ‘The marshals of the 
United States were directed to obtain from the records of the states 
and territories respectively, an account of the value of real and per- 
sonal estate as assessed for taxation. Instruction was given these 
officers to add the proper amounts to the assessments so that the 
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returns should represent as well the true or intrinsic value as the inade- 
quate sum generally attached to property for taxable purposes. . . . 
It must be borne in mind that the value of all taxable property was 
returned, including that of foreigners as well as natives, while all was 
omitted belonging to the United States.” 

In view of these repeated admissions and cautions on part of the 
officials in charge of the United States’ statistical work, there can be 
no question as to the misleading character of any naive comparison 
of the figures of wealth obtained by earlier censuses with those obtained 
in 1880 and 1890. Such a comparison must give an exaggerated 
impression of the growth of the country’s wealth, as well of the 


increase in aggregate and fer capiia wages paid. 
H. L. Biss. 
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BOOK REVIEWS. 


A Summary of the Vital Statistics of the New England States for the 
year 1892. Boston: Damrell & Upham, 1895. 8vo. pp. 59. 


TuIs pamphlet, compiled under the direction of the secretaries of 
the state boards of health of the six New England states, contains 
more solid and useful information for students of that most interesting 
social science, Demography, than is found in many a pretentious vol- 
ume. A summary table on page 15 gives the marriage, birth and 
death rates, as well as the excess of birth rate over death rate in 
Massachusetts, Vermont, Rhode Island and Connecticut for the twenty- 
year period, 1871-90. Comparison on all these points is made with 
the United Kingdom, France, Belgium, Germany, Austria-Hungary, 
Switzerland, Italy, Holland, Denmark, Norway and Sweden. Com- 
plete figures for all the New England states and for these foreign 
countries are also given for the year 1892. 

This table discloses facts of fundamental social interest. Taking 
the twenty-year period, 1871-90, a sufficient length of time for 
regularities to manifest themselves, we find that the excess of birth 
rate over death rate in Massachusetts, Vermont, Rhode Island and 
Connecticut is smaller than for any of the European countries men- 
tioned, except France. The marriage rate during this period was 
higher in the New England states named than in any of the European 
countries, except Austria-Hungary. Maine and New Hampshire are 
omitted from the above summary, not because conditions are presum- 
ably any different there, but because registration is in both of these 
states a comparatively recent practice. 

The facts cannot be impugned, and the lesson they teach is that 
as regards natural increase of population—the vital background to 
any social system — New England is moving in the same direction as 
France, whatever that may mean. 

As regards death rates, New England occupies a middle position, 
her rate, generally speaking, being higher than the rates for Great 
94 
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Britain and the Scandinavian kingdoms, but lower than amongst 
German and Romance-speaking peoples. 

There are so many interesting facts in this pamphlet that the lim- 
itations of space forbid any but a superficial indication of the contents. 
The ages at which marriage is being consummated, the rate of divorce, 
the proportion of illegitimate births, mortality, by ages, from special 
diseases and according to urban and rural distribution, are a few of 
the topics of overwhelming social importance which have received suc- 
cinct exposition. 

Regarded from the technical standpoint, the report affords scarcely 
any basis for criticism. The most approved methods of calculation 
and of presentation have been adopted. Analyses are in some cases, 
perhaps, too bald, by which is meant that a clearer understanding of 
phenomena would be reached had the leading factors in a given situa- 
tion been exposed. The writer at least believes that the statistician 
does not perform all his duty when he prepares tables of figures and 
outlines mere proportional relations in the text. With broader 
knowledge of the facts, and possessed of greater technical competency, 
he should pay some attention to causal connections wherever these can 
be reasonably established. Failure to do this leads to all sorts of 
unscientific inductions and brings statistical science into popular dis- 
credit. 

The compilers have done well to make comparisons with foreign 
countries, but they have not carried this feature farenough. There is 
no reason why we should have a relative statement of illegitimate 
birth rates for New England and foreign countries and none for 
divorce rates. One would be favorable, the other unfavorable. So, 
again, the interest attaching to the valuable tables of urban general 
mortality and mortality from special diseases, largely preventable by 
improved sanitary control, would be greatly enhanced by the juxta- 
position of figures from similar-sized European cities. The wider the 
range of comparative statement the weightier is the contribution to the 
growing science of Demography. 

The motive actuating Drs. Abbott, Swarts, Lindsley, Hamilton, 
Watson and Young, in starting a publication which we are authorized 
to expect at five-year intervals, is worthy of highest praise. Demo- 
graphic statistics are not merely valuable, they are invaluable. There 
can be no real sociological stock-taking without them. The existence 
of tendencies toward national progress or decay can best be disclosed 
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by their aid. Failure on the part of nearly of all our states to provide 
efficient registration is little short of a scientific scandal. A worthy 
initiative has been taken. It remains for the scholarly public to 
become better acquainted with the work done by these enlightened 
secretaries of New England boards of health, and to seize the oppor- 
tune moment to introduce registration and publication in the remain- 


ing states of the Union. 
E. R. L. Gou.p. 


The American Historical Review. Vol. 1, No. 1. New York: 
Macmillan & Co., October, 1885. 8vo. pp. 208. 


THE establishment of Zhe American Historical Review marks an 
important advance in that rapid development in the study of history, 
which has been so striking a feature of our recent academic life. The 
fraternal co-operation in its management of teachers in our leading 
universities shows that it is a national rather than a local enterprise. 
As such it justly appeals for support to all who are interested in his- 
tory. Hitherto the students of history in this country have had no 
periodical which would bear favorable comparison with the great 
European journals. The first number of the new quarterly is dignified 
and scholarly in character, and its contents will interest not only the 
professional student, but also that somewhat evasive personality, “the 
intelligent reader.” 

Professor Sloane, in his inaugural article, discusses the influence of 
democracy on historical writing. Some have urged that the striving 
after social equality, and, in fact, the very atmosphere of a democratic 
society would lead students to lose sight of relative values in history 
and set them wandering in a labyrinth of details. While acknowledg- 
ing that there is danger of this, Professor Sloane argues that it is not 
a necessary result. His article is interesting and suggestive, but the 
great variety of topics touched upon has made it hard for the reader 
to follow his train of thought. 

The field of history, according to Professor Sloane, is the life of 
the state. This view still has many adherents, but it is, I believe, 
steadily losing ground. History cannot be limited to a record or a 
study of the political activity of man. It investigates properly every 
phase of the development of man in his activity as a social being. It 
studies not merely the life of states, but the life of ideas —not merely 
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the political, but also the religious and economic conditions which 
have influenced the growth of human societies. 

A large part of the confusion and discussion concerning the field 
of history arises from the fact that the essence of history is not merely 
what is studied, but ow it is studied. It is not a certain class of 
phenomena studied in their succession, but a way of studying all 
phenomena of human life. 

Professor Sloane cites the example of Thucydides in support of his 
position, remarking that this greatest of historians neglects to give a 
picture of Athenian culture. But Thucydides expressly tells us that 
he was writing a history of the war between Athens and Sparta. He 
was not writing a general history of Athens. 

The other articles and the original documents, for the most part, 
deal with our earlier history. Professor Tyler’s paper on “The Loyal- 
ists of the Revolution” is one of those highly successful presentations 
of a lost cause, which revive it in all its early strength and stripped of 
the obloquy of defeat, and inspire the readers with misgivings as to 
whether he himself might not have been a Tory had he lived then. 

Mr. Henry Adams contributes a series of documents throwing light 
on the strange picaresque career of ‘“‘ Count Edward de Crillon.” 

The paper of Professor Turner is one of a series on “ Western 
State-making During the Revolution.” It is a genuine contribution 
to our knowledge of the origin of one of the most original features 
of our constitution. 

Of the twenty-seven books reviewed thirteen are American, ten 
English, three French, and one German. Later numbers, no doubt, 
will give somewhat greater space to continental publications. The 
department of Notes and News is a welcome feature of the Review, and 
cannot fail to be of great service to a large class of its patrons. 

Epwarp G. Bourne. 


History of the Union Pacific Railway. By Henry KirKE WHITE. 
Chicago: The University of Chicago Press, 1895. 8vo 
pp. 129. 

Two YEARS ago we were given a history of the Union Pacific 
which treated the subject as a study in politics. The present volume 
—the second in the series of Economic Studies of The University of 
Chicago-—is an excellent complement of the work done by Mr. Davis. 
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One-fourth of the book is given to the development of the Pacific 
railroad idea, the charters and the building of the road; one chapter 
is devoted to the much criticised policy of building branch roads ; 
another dealing with the internal history of the company, tells of the 
changes in the management and of the interesting events leading up 
to the consolidation of 1880; but it is to the political and economic 
aspects of the subject that Mr. White has chiefly given his attention. 
Nowhere else we believe has so much valuable material relating to the 
finances of the company been brought together and presented in so 
available form as is found in the chapter which deals with the financial 
history of the company. The twelve charts which accompany the 
chapter and the tables in the appendix present the course of earnings, 
operating expenses, traffic, and rates for the railroad company, the 
railway company and the Union Pacific system. In the author’s judg- 
ment the figures here presented go to show that there is little 
ground for the unfriendly criticism which the public has dealt out to it, 
and especially is this true when the difficulties the company has had to 
meet are taken into account — difficulties coming from the competition 
of other roads and from the “hostility” of Congress. 
It is perhaps inevitable that one who has followed the history of 
_ this great enterprise, knows the difficulties which have had to be over- 
come from the beginning, and has seen the wavering and oftentimes 
unreasoning action of the government, should have a tendency to 
magnify what looks like hostility on the part of congress and to let 
sink into the background those actions on the part of the company 
which might go far to explain that hostility. So much condemna- 
tion has been visited upon the Union Pacific from the time the peo- 
ple began to realize the extent of their gifts to the company and the 
manner in which they were being used, that the author perhaps feels 
himself relieved from adding anything in that direction. In the same 
way no doubt the leniency with which the Credit Mobilier affair is 
judged may be accounted for. The public has always misunderstood 
the relations between the Union Pacific and the construction company. 
It is a merit of Mr. White’s book that it states concisely what those rela- 
tions were. It may cause some to modify the harshness with which they 
have judged the Credit Mobilier transactions, and to see with Mr. 
White the “ poetic injustice of the whole proceeding” against Brooks 
and Ames. But after all is said the fact remains that Oakes Ames, a 
public officer, used the stock of the construction company to secure 
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friends in Congress for his enterprise, and it is difficult to see how 
the House could have done less than censure him for it. 

There will be general agreement with the conclusions reached in 
the closing chapter, where the various propositions for a settlement 
with the government are briefly discussed. The plan of providing for 
the repayment of the debt by setting aside a share of the earnings has 
proven unsatisfactory, and the disadvantage both to the government 
and to the road from actual or threatened legislation has been felt over 
and over again. To eradicate these defects it will probably be neces- 
sary to proceed on the general lines laid down in the Reilly bill pro- 
viding on the part of the government for an extension of time and a 
reduction in the rate of interest, and on the part of the company for a 
better security than it now gives. The recently published plan for 
reorganizing the company leaves it extremely doubtful, however, 
whether the government will be able to secure either a lien upon the 
whole system, as is suggested, or any advantage, by way of prior claim, 


over other creditors. 
G. O. VIRTUE. 


Seventh Annual Report on the Statistics of Railways in the United 
States, for the year ending June 30, 1894. By the Sraris- 
TICIAN TO THE Commission. Washington: Government 
Printing Office, 1895. 8vo. pp. 122. 


Tuis report is an admirable piece of statistical work, although it 
shows anything but an admirable financial condition of the railways. 
The nine diagrams, which for the first time find a place in the 
report, are an important improvement. They show ata glance facts 
which can be gathered from the tables of the text only by a consider- 
able expenditure of time. In comparing the results of different years 
they are particularly helpful. The report is further improved by the 
addition of tables, showing the average daily compensation of railway 
employees by classes for the years 1892, 1893, and 1894. 

On every page the report shows the effect of the business ‘depres- 
sion, from which the whole country has been suffering so severely. A 
reduction of $147,390,077 in gross and of $55,302,064 in net income 
made the payment of dividends depend upon borrowing and exhaust- 
ing the surplus of previous years. Almost one hundred thousand 
employees were discharged, bringing the working force lower than it 
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had been since 1890. But the worst exhibit of all is made in the 
list showing that one hundred and ninety-two roads, operating 40,818 
miles of line, capitalized at $2,500,000,000, are in the hands of receiv- 
ers. With almost one-fourth of the railway mileage of the country 
bankrupt, with every item of income decreasing, so that after making 
all possible reductions in expenses, only $55,300,000 net income 
remained for the payment of dividends on $4,800,000,000 of capital 
stock, with 63 per cent. of the stock and almost 20 per cent. of the 
bonds receiving no dividends or interest at all, and with a smaller per- 
centage of new building than ever before, it would seem almost time 
for hostile criticism of the railways and demands for lower rates to 


cease. 


WILLIAM HILL. 


Di Alcune Riforme da Introdursi nelle Tariffe e nel Servizio dei 
Viaggiatori. Comm. Luict Bopio, RELATORE. Rome: 


1895. 8vo. pp. 100. 

“Tue railway traffic is languishing, the national economy is 
depressed, passengers should be moved with less expense, the indus- 
tries are burdened by taxes, from every side there is a call for greater 
encouragement, for a greater extension of activity —commercial, agri- 
cultural and manufacturing.” 

With these words Professor Bodio outlines the reasons which led to 
the appointment of a commission to consider the feasibility of a 
reduction of fares on Italian railways. A full and careful comparison 
of the normal rates and the rates actually paid in Italy with those of 
other countries of Europe is made, showing that Italian rates are 
somewhat higher than other European rates. But the existing con- 
tracts with the companies make it difficult for the government to secure 
changes. The companies show an unwillingness to grant further 
reductions, because those made in the past have caused loss, instead of 
increasing the traffic enough to give a net gain. If reductions are 
undertaken they must be at the burden of the state, and as Italian 
finance? will not admit of further burdens, any radical reform is out 
of the question. Some minor reforms, most important of which is 
better facilities for third-class passengers (who now require about three 
times as long for a passage as is necessary for first and second-class 
passengers), are all that the commission can advise. 

The report is particularly valuable because of the great amount of 
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information which it gives concerning the passenger rates of European 
countries. One of the more interesting tables is that showing the 
revenue received per passenger per kilometer in the more important 
countries. For convenience of reference the table is reproduced here, 
with the addition of the rate for the United States for 1892, the year 
for which most of the European returns are given. 


RATE IN CENTS PER PASSENGER PER KILOMETER. 


All Classes | Third Class | Second Class} First Class 


1.714 
1.226 
1.644 
1.954 
1.896 
1.456 
1.508 
1.85 


1.32 


This comparison shows that the first-class rates of no country 
except Belgium are as low as those paid in this country. The other 
states of Europe get from one and a half to almost two cents per 
kilometer for service no better than the railways here furnish for one 
and one-third cents. The second-class rates of Europe are not much 
lower than American first-class rates, certainly not as much lower as 
the difference in accommodation would require. 

Two-thirds or more of the European passengers go third-class, at 
very low rates, so that the average for all classes there is considerably 
lower than here. Austria, Belgium and Hungary show a rate for all 
passengers of about one cent per mile, half the present American rate. 

The rates in the other countries range from three-fourths of a cent 
to one cent per kilometer, or a little less than one and a half cents per 


mile for the highest average rates on all classes. 
W. H. 


Studie iiber Schweizerische Eisenbahnfragen. Mit acht graphischen 
Tafeln. Zurich: Orell Fiissli, 1895. 8vo. pp. 90. 

In this study we are given in concise and graphic form the finan- 

cial results of the past ten years’ operation of the Swiss railways. The 

length of the five main lines has not materially increased during the 
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decade, but the traffic shows an annual increase of 3 per cent. on 
the average. Goods traffic is being increased faster than passenger 
traffic. A steady increase of gross receipts, a greater increase of 
expenditure, and a smaller, but still important, increase of net receipts 
is shown for the period and is expected to continue. Passengers pay 
an average of one cent per kilometer, and goods two cents per kilo- 
meter, just the reverse of American rates, but, there as here, about 
two-thirds of the revenue comes from freight. The bonded capital is 
two or three times as great as that represented by stock. 

After summarizing the facts, and showing that the railways are 
likely to be increasingly profitable in the future, the question of state 
ownership is discussed, not as a theoretical, but as a practical question, 
and is answered in the negative, not because of any difficulties con- 
nected with state ownership or management, but because it is believed 
that no feasible means of acquiring the roads from their present 


owners can be devised. 
W. H. 


A Treatise on Money and Essays on Monetary Problems. By 
J. SH1ELD Nicuotson. Second Edition. London: A. & C. 


Black, 1893. 8vo. pp. xvi+4I5. 


THE first one-fourth of this volume is taken up with eight elemen- 
tary chapters on parts of the theory of money, in which, however, 
only those subjects are treated which prepare the way for subsequent 
arguments in favor of bimetallism. Part II., or three-fourths of the 
book, contains fourteen chapters, devoted to special topics, not neces- 
sarily related, but chiefly devoted to an exposition of bimetallism. In 
short, the volume is a presentation wholly favorable to bimetallism. 

The author’s cardinal doctrine is the quantity theory. But, as in 
other writers, it is not easy to get a definite statement ofthe theory. In 
his theoretical chapter (p. 93) he says: ‘The quantity of standard 
money, other things remaining the same, determines the general level of 
prices.” And since the qualifying clause may include much, this is not 
a very definite statement. Yet, in his use of principles in later chap- 
ters, he finds the quantity of money the sole cause (p. 166): “The 
key to the present controversy on the connection between the cur- 
rency and the fall in prices is found in the dependence of prices 
on the quantity of standard metallic money.” And, more strongly 
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still he claims (p. 198) “ For with every increase in the volume of trade 
and the numbers of people, with expansion of commerce, into new 
regions, with every displacement of old customs by competition and 
contract, a greater demand is made on gold for currency. But the 
amount of gold produced is diminishing, and the amount absorbed by 
manufacturers and by the East is increasing.” 

In the judgment of the writer this position is by no means sub- 
stantiated by Mr. Nicholson. The quantity of money has an influence 
on the level of prices only as one of a number of forces. The quantity 
of money needed in the world is determined by the monetary demand ; 
and this is affected by the character, intelligence, business habits 
trade conditions, and banking system of a country. Each country, by 
virtue of its business habits, determines unconsciously the amount of 
gold it will use in its machinery of exchange. But price is a ratio of 
gold to goods. Whatever affects the gold side of the comparison, 
either through demand for or supply of gold, will affect the value of 
gold, and so will affect the relation to goods as expressed by price. 
Also, whatever affects the cost of producing goods, will affect 
the value of goods, and so alter the relation of goods to gold, as 
expressed by price. Hence the quantity of money is but one of 
many forces, producing the level of prices, as a resultant; and it is 
quite possible that two forces may be at work, antagonizing each other. 
For instance, a great increase in the supply of gold (such as has taken 
place since 1850) would lower its value, and tend to raise the level of 
of prices; but an exceptional reduction in the cost of producing goods 
(such as has marked the last half of the present century, as never before 
in the history of the world) would act to lower the value of goods rela- 
tively to gold, or lower the level of prices. That is, the two forces 
offset each other. Such an analysis may account for the fact that 
prices in the United States were in 1879 on exactly the same level as in 
1860; and in 1890 were only about 8 per cent. lower. Those who 
advocate the “quantity theory” in its most intelligent form seem to 
be treating the causes of change in the level of prices in a one-sided 
way. In order to discuss them fully, one must study carefully the 
demand and supply side of gold; then the possible changes in cost of 
production on the side of goods ; and finally indicate the proportion- 
ate force of each of the elements at work to produce the resultant. A 
fall of prices fer se is no evidence whatever of a scarcity of gold. For 
these reasons and many others which our space will not allow us to dis- 
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cuss, the student of money finds this volume far from satisfactory. It 
is unsatisfying, not because one may disagree with its conclusions, 
but because it does nothing to clear up the vagueness enveloping the 
subject of money. ; 

The quantity theory can hold, according to its most scientific advo- 
cates, only by an exact limitation of the quantity of legal money, as 
compared with the money-work. Hence, wherever free coinage of a 
metallic money exists, the bullion value of it cannot differ from its 
coin value. Or, in other words, the quantity theory would hold true 
only in supposed communities where no exchanges of goods were made 
except by offers of metallic money, and where free coinage of the metal 
was not allowed. Such a theory is, of course, wholly useless to explain 
existing conditions ; for not only is gold but one part of the machinery 
of exchange, but free coinage of gold is general. Nor is it sufficient 
to say that the quantity theory is one form of the general theory of 
demand and supply already proved. For granting that, it by no means 
follows that prices will be fixed by the quantity of metallic money in 
circulation. Onlyin so far as the quantity of the metal, taken with the 
monetary and non-monetary demand, and taken also in connection with 
the supply, indicates a change in the forces affecting the money side of 
the price-comparison, can it produce a change in the level of prices. 

In other ways this volume is also unsatisfactory. It agrees, for 
instance, with that curious product of German agrarian politics which 
urges that “the depreciation of silver acts like a bounty given on 
exports from India and like a protective duty imposed on imports to 
India” (p. 202). This statement implies that silver prices in India 
have not risen as silver has fallen ; and this is Mr. Nicholson’s opinion 
(p. 55 where he even affirms an appreciation of silver in India). But 
this is in direct conflict with the prices furnished by Mr. O’Connor to 


the Herschell committee: 


ARTICLES 1861-1865, 1866-1870 1891 


Rice 103 130 149 
Whezs 103 133 135 
Jawa 122 140 138 
Bajre 120 131 137 
Ragi 149 185 138 
Gran 88 149 129 
80 108 131 
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These prices, moreover, are those of articles which have felt a 
marked influence from improvements tending to reduce cost. That is, 
their silver prices have risen in spite of improvements. Still further, 
the exports of wheat from India since 1882 (the first normal period 
since the famines) show the tendency to increase, the year 1892 alone 
being exceptional. 

The tendency to exaggerate the quantity factor, not only in fixing 
the level of prices, but even in conditioning the political existence, appears 
in this work, where the author naively remarks (p.61): ‘The decline 
of the Roman Empire was largely due to a deficiency of the circulating 
medium.” When such authors as Mr. Nicholson go so far as this, it 
should excite no wonder that our silver advocates occasionally urge 
bizarre theories. 


J. LauRENCE LAUGHLIN. 


Monetary Systems of the World. A Study of Present Currency Sys- 
tems and Statistical Information Relative to the Volume of the 
World’s Money, with Complete Abstracts of Various Plans Pro- 
posed for the Solution of the Currency Problem. By. Maurice 
L. Muntman, Deputy Assistant Treasurer of the United 
States. New York: Charles H. Nicoll, 189 Broadway, 
1895. 8vo. pp. 198. 

READERS will find in this little volume a large amount of useful 
information on monetary legislation, coinage, circulation, banking 
and the like, for all the countries of the world. To the United States 
thirty-five pages are given, and only seven to Great Britain, and eight 
to all the countries of the Latin Union; so that the book favors 
American readers. And twenty-four pages are devoted to tables and 
figures on the volume of American currency, which furnishes in 
convenient form considerable data of importance, not easily accessible 
to the public. The “abstracts of propositions for the solution of the 
currency problem,” is a curious feature, which will afford posterity 
some amusement. 

Without any attempt at literary exposition, the author aims merely 
to furnish a statistical handbook. It is somewhat crudely put together ; 
but it can, no doubt, be improved in later editions. There are fre- 
quent inaccuracies to which we might call attention. For instance, 
(p. 54), the act retiring the trade dollars was not that of March 3, 1877, 
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but that sent to the President, February 19, 1887. But, passing by 
such minor slips as this, one is forced to ask what use there is in 
publishing (p. 15), the production of gold and silver since 1492, and 
stating the production of silver, not at its market value, but at its 
“silver coining value?” Of what use is it to have the value of the 
annual product of silver computed at the fictitious rate of $1.2929 per 


ounce, when it is selling in the New York market at 68 cents ? 
J. LL. 


The Banking System of the United States and Its Relation to the 
Money and Business of the Country. By CuarLes G. Dawes. 
Chicago: Rand, McNally & Co., 1894. 12mo. pp. 83. 


Ir is the aim of this little volume to set forth the intimate relation 
existing between credit institutions and the mechanism of trade and 
industry in general. There is a habit, all too prevaient among certain 
classes of our population, of regarding banks as a species of octopus 
which feeds upon the rest of the commercial world, and in especial 
regards the farmer as its legitimate prey. This point of view is found 
in its most radical form in the energetic but unsophisticated “great 
West.” As Mr. Dawes’s book plainly shows, the author, himself a 
banker resident in Nebraska, has fully appreciated the existence of the 
spirit, and in the present volume he has taken up the cudgels against 
the propagators of these ideas, at the same time seeking to expose 
some fallacies of the “silver men” with regard to money and banking. 
Naturally, the greater part of the book is devoted to a study of the 
technical basis of our credit system, and, although Mr. Dawes unfortu- 
nately falls into the error of regarding the banks as institutions in 
which the altruistic spirit has reached its extreme development, he has 
nevertheless succeeded in presenting a fairly correct and readable 
statement of the familiar facts of the subject. His presentation affords 
nothing new, most of the material being easily accessible elsewhere, 
and it is to be regretted that in a book evidently intended for popular 
circulation the treatment should not have been freed from business 
terms which will not readily be understood by the class of readers 
whom it is designed to reach. 

In chapter IV., under, “The Relation of Bank-Credit Currency to 
Prices and General Business,’ Mr. Dawes attacks some much contro- 
verted questions and disposes of them without difficulty. Apparently 
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the author was not satisfied with this portion of his work, as he gives 
in an appendix some criticisms bearing on this portion, by a friend to 
whom he submitted the manuscript. Nevertheless it must be said 
that his point of view is in general sound, although his treatment is 
fragmentary, crude, and necessarily elementary. Some of his state- 
ments are open to criticism. The chapter on “ The Relation of Bank- 
Credit Currency to the Silver Question ” is clear and tolerably logical, 
notwithstanding the fact that here.also there are many things which 
will need restatement and alteration. The last chapter urges the estab- 
lishment of a guarantee fund, after the “‘ Baltimore plan,” by means of 
a small tax on national banks. 

In general, it may be said that the book will serve a useful purpose 
for popular circulation. It has no scientific value, but will help in 
establishing saner ideas of the true functions of money and banking. 
The author is deserving of praise for not using the terms “ monetary” 


and “financial” as interchangeable. 
HENRY PaRKER WILLIS. 


Real Bimetallism, or True Coin versus False Coin. By EVERETT 
P. WHEELER. New York: G. P. Putnam’s Sons, 1895. 
12mo. pp. 86. 


Ir the “Coin’s Financial School” cult has had no other merit it has 
at least had the doubtful one of giving employment to printers and 
publishers during the industriai depression, by reason of the host of 
answers which Coin’s books have provoked. eal Bimetallism is one 
of these numerous “replies to Coin,” and it is not the worst of them. 
The book is divided into twelve chapters, in some of which the author 
examines and discusses Coin’s various evasions and misrepresentations, 
while in others he expounds his own ideas on the money question. 

It must be acknowledged that Mr. Wheeler’s destructive, is better 
than his constructive work. In other words, he is better as a critic of 
“Coin” than as an exponent of monetary science or of monetary and 
financial history. His ‘Reasons for the Fall in Silver” is weak. He 
not only fails to appreciate the real reasons for the decline in the price 
of silver, but he occasionally falls into a cleverly-baited bimetallistic 
trap, to say nothing of his allowing himself to be drawn into the use of 
Coin’s empty neologism “redemption money.” The chapter on the 
“Fall in Prices” does not go to the root of the matter, and is unscien- 
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tific; and there are many arguments in the book of which the same 
might be said. The fost hoc, ergo propter hoc method is freely used. 
Thus, although Mr. Wheeler is well grounded, because he has laid fast 
hold on the principle that whatever “Coin” may say is a falsehood 
and therefore to be combated, his argumentation is imperfect. 

With the tone of the book there is also serious fault to be found. 
It has a condescending, off-hand air, which is, to say the least, annoy- 
ing. The quality of economic “cock-sureness”’ is a disagreeable one. 
In this case it arises from a dilettante point of view. As a whole the 
book is no more than fairly good. Its value, whatever it may be, is 


purely temporary. 
H. P. W. 


APPENDIX. 


TABLES RELATING TO THE STATE BANK OF INDIANA. 
TABLE 


Date 


Discounts 


Specie 


Circulation 


Individual 
D 


1835, Jan. 
an. 
Feb. 
Mar. 
May 
May 
June 
Aug. 
Sept. 
Oct. 
Oct. 
Nov. 
Dec. 

1836, Jan. 
Feb. 
Mar. 19 
April 30 


April 29 
May 
June 
July, 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
1838, Jan. 


2 
20 


$529,843.75 

770,025.11 

948,909.82 
1,057,363.53 
1,151,798.22 
1,216,936.43 
1,234,723.92 
1,348,785.56 
1,458,360.34 
1,496,638.24 
1,547,624.59 
1,941,223.50 
2,212,315.89 
2,384,531.29 
2,433,918.14 
2,686,702.21 
2,824,149.75 
2,784,726.81 
2,756,255.13 
2,775,887.02 
2,787,808.01 
2,811,730.16 
2,821,354.12 
3,179,263.10 
3,666,799.91 
3,892,606.81 
4,166,745.50 
4,271,914.39 
4,219,280.15 
4,165,340.01 
3,902,861.55 
3,764,615.15 
3.495,848.92 
3,367,267.41 
3,400,97 3.29 
3,520,163.35 
3,596,957.76 


$751,083.29 
722,219.03 
708,943.72 
631,220.65 
652,521.51 
684,546.13 
719,028.50 
739,254.30 
694,057.51 
700,201.85 
698,003.69 
878,488.69 
865,340.72 
874,340.25 
936,149.07 
982,785.50 
1,007,240.18 
993,775-46 
1,092,153.45 
1,106,112.72 
1,102,595.12 
1,006,457.80 
953»429.90 
1,204,737-59 
1,234,015.16 
1,254,252.29 
1,203,056.44 
1,142,019.67 
1,222,303.82 
1,209,989.38 
1,202,341.35 
999,894.34 
1,125,687.03 
1,158,887.72 
1,048,714.72 
1,289,605.26 
1,291,265.42 
1,223,911.69 


$456,065.00 

656,545.00 

753»415.00 

831,705.00 

997,475.00 
1,131,240.00 
1,185,685.00 
1,274,285.00 
1,349,955.00 
1,361,430.00 
1,422,835.00 
1,616,290.00 
1,895,290.00 
2,054,050.00 
2,097,990.00 
2,140,675.00 
2,204,630.00 
2,043,085.00 
2,016,880.00 
2,001,495.00 
2,032,235.00 
1,927,130.00 
1,825,150.00 
1,970,595.00 
2,116,505.00 
2,261,385.00 
2,404,595.00 
2,547,645.00 
2,615,275.00 
2,412,915.00 
2,357,770.00 
2,476,076.00 
2,475,061.00 
2,389,451.00 
2,322,654.00 
2,303,127.00 
2,288,458.00 
2,322,200.00 


$127,236.30 
185,163.03 
186,191.50 
183,786.21 
191,105.73 
210,814.80 
272,987.42 
296,524.37 
320,891.12 
300,811.28 
323,407.94 
422,433.51 
391,894.37 
342,903.97 
308,418.16 
291,012.34 
404,273.37 
404,693.13 
434,911.77 
446,988.22 
392,820.07 
336,654.56 
330,631.64 
436,294.75 
533,254.06 
495,405.10 
428,802.57 
496,775.67 
579,637.40 
450,306.47 
370,284.85 
426,012.58 
395,786.85 
267,527.71 
328,157.27 
336,144.45 
475,083.45 
432,182.32 


$39,197.12 
110,800.26 
180,280.48 
274,280.13 
343,691.94 
410,684.12 
495,603.88 
1,098,265.83 
1,257,819.82 
1,332,410.42 
1,228,801.31 
1,367,319.98 
1,362,436.03 
1,203,727.94 
1,515,759.70 
1,791,694.30 
2,367,111.97 
1,792,990.15 
2,036,282.33 
2,271,766.17 
2,104,037.35 
1,899,192.72 
1,682,423.01 
1,559,577.81 
1,435,300.64 
1,481,657.65 
1,106,440.77 
904,609.51 
910,372.22 
672,319.81 
626,802.96 
582,095.50 
525,972.29 
432,943.22 


*These figures are taken 
the period from the beginning until October 1851. 


from a book of semi-weekly statements 
This book (now in the office of 


which covers 


the auditor of state of Indiana), aside from a book of letters, comprises all of the 
Bank’s office accounts that have been preserved by the state. 
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{ 
May 28 
June 25 i 
July 23 
Aug. 20 
Sept. 17 
Oct. 31 | 
Nov. 26 
Dec. 24 
1837, Jan. 21 ; 
Feb. 18 
Mar. 18 
= 
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Date 


Discounts 


Specie 


Circulation 


Individual 
Deposits 


Government 
its 


1838, 


1839, 


1840, 


1841, 


1842, 


Feb. 


Mar. 30 
April 30 
May 31 
June 29 
July 31 
Aug. 31 
Sept. 30 
Oct. 31 
Nov. 30 
Dec. 31 
Jan. 31 
Feb. 29 
Mar. 31 
April 30 
May 30 
June 30 
July 31 
Aug. 3! 
Sept. 30 
Oct. 31 
Nov. 30 
Dec. 31 
Jan. 30 
Feb. 27 
Mar. 31 
April 30 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 
Jan. 
Feb. 


$3,556,818.61 
3,560,649.72 
3,416,579-77 
3,318,627.89 
3,206, 331.21 
3,189,303.52 
3,248,709.76 
3,491,234.33 
3,570,535-94 
3,679,200.79 
4,287,409.08 
4,534,389.43 
4,765,154.55 
4,960,866.04 
4,310,729.16 
4,519,752.25 
4,448,296.36 
4,256,621.52 
4,166,846.27 
4,043,429.83 
3,940,196.68 
4,008,863.25 
4,277,790.68 
4,300,553-27 
4,305,414.28 
4,309,757-09 
4,202,958.06 
3,997,067.49 
3,798,952.56 
3,754,809.70 
3,627,637.71 
3,673,697.38 
3,627,248.54 
3:77 3-892.99 
4,028,899.41 
3,963,580.23 
3,995,267.12 
4,025,301.14 
4,030,308.24 
3,912,632.68 
3,809,998.60 
3,611,050.75 
3,681,755.78 
3,676,395.69 
3,708,164.06 
3,728,992.52 
3,772,950.86 
3,695,640.19 
3,592,385.97 


$1,203,083.30 


1,205,555.61 
1,246,943.52 
1,237,003.06 
1,260,055.85 
1,249,622.48 
1,262,817.21 
1,256,053.88 
1,234,479-41 
1,265,832.08 
1,331,428.42 
1,390,298.07 
1,27 3,063.67 
1,363,295.49 
1,366,053.31 
1,381,980.41 
1,317,878.50 
1,318,815.06 
1,231,259.51 
1,174,058.16 
1,021,490.18 

966,358.15 

924,190.51 

936,521.75 

945,370.68 

955,524.62 

958,542.60 

990,881.44 
1,019,349.78 
1,016,767.57 
1,058,734.76 
1,058,341.05 
1,092,963.72 
1,084,508.98 
1,098,345.95 
1,115,363.78 
1,122,005.10 
1,134,108.82 
1,120,880.29 
1,126,049.34 
1,129,608.60 
1,1 30,288.00 
1,129,144.16 
1,127,618.49 
1,127,518.60 
1,115,063.55 
1,124,503.35 
1,124,905.92 
1,128,523.91 


$2,336,233.00 


2,370,95 3-00 
2,357,128.00 
2,394,882.00 
2,445,853-00 
2,471,652.00 
2,480, 360.00 
2,615,415.00 
2,804,468.00 
2,951,795.00 
3,404,185.00 
3,548,139.00 
3,708,842.00 
3,847,503.00 
3,834,062.00 
3,796,675.00 
3,87 3,887.00 
3,646,098.00 
3,47 3,189.00 
3,284,163.00 
3,124,497.00 
3,058,425.00 
3,208,488.00 
3,271,019.00 
3,265,802.00 
3,279,897.00 
3,244,802.00 
3,221,912.00 
3,192,868.00 
3,132,692.00 
3,078,385.00 
3,046,704.00 
2,991,339.00 
3,057,321.00 
3,136,217.00 
3,154,641.00 
3,129,117.00 
3,231,625.00 
3,264,310.00 
3,265,038.00 
3,291,926.00 
3,255,062.00 
3,259,623.00 
3,231,778.00 
3,138,094.00 
3,145,152.00 
3135,349.00 
3,074,212.00 
2,946,226.00 


$385,175.85 


358,928.15 
318,088.72 
306,120.83 
316,696.76 
302,485.16 
289,266.49 
361,654.78 
354,151.06 
393,549-79 
541,434.45 
553,855-54 
584,351.31 
503,069.75 
512,776.57 
538,390.31 
523,156.33 
473,029.94 
410,788.74 
299,724.02 
320,238.59 
441,467.38 
553,442.03 
536,136.58 
461,589.54 
407,128.72 
354,445.13 
348,993.74 
360,946.54 
346,735-97 
314,936.71 
297,340.31 
309,248.61 
340,325.19 
345,723.24 
320,299.81 
344,329.52 
313,550.91 
288,143.16 
283,560.34 
332,724.29 
260,519.48 
281,736.98 
222,183.70 
251,986.41 
260,645.36 
293,184.15 
248,722.76 
239,750.49 


$421,541.58 
360,634.86 
354,935.52 
352,896.52 
350,535-32 
334,294.66 
279,498.09 
201,785.71 
208,229.20 
207,329.20 
200,864.15 
200,523.55 
184,101.57 
155,151.57 
125,05 I 57 
126,519,47 
88,369.05 
49,283.44 
48,690.19 
48,690.19 


ee 


110 
Mar. 17 | 
April 30 | 
May 26 | 
June 23 
July 21 
Aug. 18 | 
Sept. 29 
Oct. 31 | } 
Nov. 17 
: Dec. 22 | 
Jan. 31 
Feb. 28 
48,440.19 
47,840.87 
9,840.87 
133.18 
133.18 
| | 
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TABLE I.—Continued. 


Date 


Discounts 


Specie 


Circulation 


Individual 
Deposits 


1842, Mar. 31 
April 30 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

1843, Jan. 
Feb. 
Mar. 
April 29 
May 
June 
July 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 

1844, Jan. 
Feb 
Mar. 


Dec. 
1846, Jan. 

Feb. 

Mar. 


$3,482,241.13 
3,381,123.18 
3,219,308.41 
3,117,502.96 
3,009,254.47 
2,970,274.74 
2,923,313-74 
2,897,917.11 
2,886,679.38 
2,962,166.12 
2,936,334.16 
2,963,596.52 
2,908,203.02 
2,848,753.52 
2,789,436.05 
2,701,311.41 
2,606, 160.94 
2,620,887.54 
2,636,697.55 
2,640,695.25 
2,798,728.53 
3,120,634.14 
3,207,170.01 
3,249,889.86 
3,226,024.52 
3,178,164.21 
2,995,585.27 
2,831,034.91 
2,647,496.12 
2,651,261.18 
2,735,381.38 
2,77 3,063.23 
2,980,481.57 
3,383,102.22 
3,466,595.25 
3,567,518.01 
3,672,827.17 
3,581,745.98 
3,497,440.93 
3,155,139.04 
2,983,316.38 
3,144.369.77 
3,292,688.40 
3,524,230.47 
3,827,836.14 
41471,978.25 
4,387,479-72 
4:449,310.15 
4,37 3,516.94 


$1,125,817.87 
1,108,927.05 
1,066,562.33 
984,473.68 
843,030.82 
800,345.97 
792,797.18 
799,047.96 
807,701.33 
817,051.90 
822,666.99 
812,003.11 
812,455.26 
807,570.64 
826,416.75 
881,992.93 
922,087.83 
958,378.28 
050,323.76 
967,306.84 
969,910.43 
977,960.02 
975,348.75 
969,744.01 
962,950.54 
974,298.05 
1,010,737.16 
1,058,190.10 
1,094,343-47 
1,112,251.89 
1,126,056.51 
1,109,341.94 
1,128,965.54 
1,100,505.58 
1,122,219.23 
1,117,252.53 
1,105,705.66 
1,097,440.64 
1,128,987.92 
1,114,914.03 
1,114,114.73 
1,127,844.57 
1,127,705.01 
1,075,978.31 
1,095,942.83 
1,05 5,340.08 
1,033,322.17 
1,017,104.78 
982,850.96 


$2,840,933.00 
2,737,150.00 
2,450,999.00 
2,224,897.00 
1,952,788.00 
1,839,583-00 
1,831,136.00 
1,802,540.00 
1,875,214.00 
2,002,482.00 
2,041,392.00 
2,037,307.00 
2,034,282.00 
2,023,393.00 
1,988,687.00 
1,983,295.00 
1,990,426.00 
2,072,117.00 
2,200,394.50 
2,235,765.50 
2,486,221.00 
2,831,488.50 
2,941,263.50 
2,984,537.00 
3,033,490.00 
2,977:944.00 
2,939,769.00 
2,905,853.00 
2,879,524.00 
2,903,115.00 
2,967,307.00 
3,002,732.00 
3,105,807.00 
3,320,912.00 
3,352-507.00 
3,407,867.00 
3,406,009 00 
3,390,580.00 
3,284,651.00 
3,286,693.00 
3,284,84 3.00 
35255,974.00 
3,404,825.00 
3,512,635.00 
3,589,024.00 
3,930,634.00 
3,993,565.00 
3,929,627.50 
3,873,128.50 


$211,889.75 
186.743.42 
181,675.91 
214,818.53 
176,867.62 
171,498.26 
184,270.73 
181,248.98 
212,737-75 
200,238.50 
184,775.86 
198,389.95 
168,455.68 
159,841.83 
204,586.06 
203,672.67 
211,502.46 
247,029.53 
209,266.78 
200,248.93 
221,865.39 
213,686.73 
230,117.98 
225,583.94 
213,012.60 
245,052.88 
245,389.10 
243,431.50 
233,548.59 
288,193.51 
307,918.14 
276,199.43 
328,651.22 
309,223.05 
310,666.42 
321,714.46 
281,332.42 
313,880.89 
344,317.58 
288,853.04 
366,383.89 
358,430.69 
342,710.60 
309,114.92 
398,272.50 
398,352.30 
380,881.10 
406,740.03 
399,262.87 


IIT 
= | | | | 
May 31 
July 31 cece 
Aug. 31 cece 
Sept. 30 cece 
Nov. 30 
Dec. 31 
1845, Jan. 31 0808 
Mar. 31 
May 31 
June 30 coe 
July 31 
Aug. 30 
Sept. 30 cece 
Oct. 31 
Nov. 29 cess 
31 owes 
3i 
28 
31 
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TABLE I.—Continued. 
Date Discounts Specie Circulation 
1846, April 30 |$4,198,927.00 | $970,674.15 |$3,803,611.00 |$343,639.31 | .......... 
May 30 | 3,951,006.24 989,165.80 | 3,548,712.00| 374,152.31] .......... 
June 30 | 3,641,989.66| 973,702.64] 3,546,922.00| 397,047.17| ........-. 
July 31 | 3,409,996.32 956,856.32 | 3,529,027.00] 422,685.47] .......... 
Aug. 31 | 3,515,810.54 974,404.62 | 3,408,548.00| 398,676.90} .......... 
Sept. 30 | 3,444,732-79| 972,764.42] 3,326,547.00 | 392,951.22] 
Oct. 31 | 3,467,565.70 989,587.27 | 3,501,244.00 | 353,704.55] ......e06. 
Nov. 30 ! 3,643,929.11 | 1,008,697.68 | 3,554,956.50] 407.099.85| .......... 
Dec. 31 | 4,136,727.13 | 1,006,861.61 | 3,844,605.50| 476,018.43] ......... 
1847, Jan. 30 | 4,266,348.38 | 1,002,490.86 | 3,904,900.50| 464,247.02] .......... 
April 30 | 4,329,995.56| 989,826.85] 3,960,186.00} 574,079.56] 
May 31 | 4,047,993.08 967,426.60 | 3,908,966.50 | 582,363.29] .......4.. 
June 30 | 3,507,907.08| 934,357-30] 3,927,553-50| 541,902.02] ........-. 
July 31 | 3,165,185.10 987,883.08 | 3,918,176.50 | 631,874.13] ......see. 
Aug. 31 | 3,191,678.98 | 1,004,826.04 | 3,921,027.50| 579,966.75 | 
Sept. 30 | 3,344,342-40 | 1,000,214.49| 3,899,612.00 | 557,482.17] 
Oct. 30 | 3,354,795.28| 1,079,126.67 | 3,838,910.00| 552,560.31} 
Nov. 30 | 3,582,102.42] 1,084,223.21 | 3,909,032.50| 562,591.17] 
Dec. 31 | 4,291,143-14 | 1,091,084.48 | 3,985,075.00 | 630,362.33] .......+.. 
1848, Jan. 31 | 4,566,488.95 | 1,060,682.13 | 3,964,085.00 | 672,498.69] .......... 
Feb. 29 | 4,561,467.39 | 1,050,656.06| 3,928,737.50| 624,275.76] ........-- 
Mar. 31 | 4,537,395-82 | 1,015,639.70| 3,794,652.50| 540,961.45 | 
April 29 | 4,269,004.70 966,847.91 | 3,774,593.00 | 570,183.34] 
May 31 | 4,048,971.71 921,412.13] 3,484,769.00 | 522,823.77] .......06- 
June 30 | 3,695,912.08 909,557-79 | 3,249,468.50| 495,964.88} .........- 
July 31 | 3,435,475-53| 979,809.63 | 3,284,659.50| 449,177.40] 
Aug. 31 | 3,515,021.68 | 1,005,713.58 | 3,227,693.00| 480,693.23| ........-- 
Sept. 30 | 3,804,567.67 | 1,040,024.91 | 3,371,401.00 | 434,211.01 | ........-- 
Oct. 31 | 3,762,073.85 | 1,250,590.54| 3,396,122.00| 444,540.76] 
Nov. 30 | 3,971,988.99 | 1,252,804.90| 3,768,138.50 | 331,239.50] ........-. 
Dec. 30 | 4,722,844.98 | 1,249,265.93 | 4,013,876.50| 462,206.77] 
1849, Jan. 31 | 4,785,204.59| 1,182,475.99 | 4,008,228.50 | 536,587.73] 
Feb. 28 | 4,901,692.24| 1,141,640.84 | 3,941,520.00} 612,215.13] 
Mar. 31 | 4,841,197.56| 1,146,617.12| 3,873,913-50| 534,769.33] 
April 30 | 4,634,073-40| 1,142,862.57 | 3,760,294.00| 557,199.98] ......++.- 
May 31 | 4,378,142.39| 1,082,093.22 | 3,693,020.00 | 541,100.83] .......+.- 
June 30 | 3,931,393-78| 1,043,700.21! 3,659,548.00 | 494,174.42] 
July 31 | 3,792,982.44| 1,047,006.49 | 3,655.546.50| 515,353-47| 
Aug. 31 | 3,799,339-28 | 1,102,420.40 | 3,468,180.00 | 492,837.27] 
Sept. 29 | 3,885,365.00| 1,109,358.16 | 3,620,297.00 | 429,806.93} 
Oct. 31 | 3,781,808.17 | 1,279,163.53 | 3,398,430.50 | 409,119.73] --++++-ee> 
Nov. 30 | 4,269,064.90| 1,242,501.16| 3,800,360.00 | 568,609.29| ........+- 
Dec. 31 | 5,123,599-34| 1,110,179.48 | 4,063,745.50| 587,941.36| ....-..00- 
1850, Jan. 31 | 5,495,635.48| 1,138,791.11 | 4,021,582.50| 599,962.80] ........-- 
Feb. 28 | 5,280,939.13 1,095,442.11 | 3:97 3,396.50 | 703,095.19 | 
Mar. 30 | 5,139,298.12| 1,071,217.32| 3,948,179.00 | 542,136.66] .......++- 
April 30 | 4,808,375.14 1,037,349-63 | 3,850,178.50 | 504,627.93} -----+++++- 


1 
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I 
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TABLE I.—Continued. 


Discounts 


Specie 


Circulation 


Individual 
Deposits 


$4,522,916.55 
4,072,252.21 
317 30,302.08 
4,003,492.97 
4,166,904.09 
4,195,516.10 
4,756,369.95 
5,446,411.39 
5,588,802.67 
5,628,018.54 
5,360,309.98 
4,872,946.44 
4,597,986.50 
4,105,927.71 
3,716,295.47 
4,102,747.71 
4,405,003.49 


$1,077,590.76 
961,727.63 
1,071,892.33 
895,235.49 
1,019,033.97 
1,278,353.81 
1,118,836.89 
992,626.15 
990,696.48 
1,059,485.51 
1,01 3,004.64 
1,070,902.56 
1,092,079.72 
1,049,766.55 
1,125,307.39 
1,045,903.13 
926,095.20 


$3,696,814.00 
3»725,652.50 
3,539,816.50 
3,495,777-50 
3,519,811.50 
3,454,251.50 
3,699,877.00 
3,994,824.00 
4,044,996.00 
4,032,910.00 
4,031,855.50 
3,925,076.00 
3,939,325.50 
3,900,423.00 
3:928,353.50 
3,949,816.50 
3,957,055.50 


$524,047.23 
502,794.95 
521,145.83 
477,721.27 
435,170.48 
494,010.24 
575,248.04 
571,864.97 
770,202.11 
729,831.53 
588,631.69 
547,233.21 
618,204.14 
616,267.98 
633,047.74 
566,734.06 
561,070.48 


TABLE II. 
SPECIE ON HAND. 


Gold 


Silver 


Total 


1835, Nov. 
1836, “ 
1837, “ 
335, “ 
1839, Oct. 
1840, Nov. 
1842, 

1843, 

1844, 

1845, 

1846, 

1847, 

1848, 

1849, 

1850, 

1851, 

1852, 

1853, Oct. 3 
1854, “ 
1855, “ 
1856, “ 
1857, “ 
1858, Nov. 20 


$26,019.68 

67,027.17 
105,804.59 
186,425.75 


87,013.69 
72,664.80 
40,621.16 
112,033.28 
220,075.16 
214,361.99 
151,247.65 
196,536.28 


1,225,754-33 
1,041,445.44 
1,165,024.98 
1,025,261.83 


$771,095.19 
1,137,710.42 

962,226.97 
1,159,406.33 


989,538.25 
1,055,236.57 
770,613.24 
853,193.57 
899,938.03 
865,006.27 
852,399.73 
887,463.11 


152,050.48 
65,523.42 
57,174.82 
94,207.66 


$797,811.97 
1,204,737-59 
1,128,031.56 
1,345,832.08 
1,021,490.18 
1,076,551.94 
1,127,901.37 

811,234.40 

965,226.85 
1,120,013.19 
1,079,368.26 
1,003,647.40 
1,083,979.39 
1,273,895.54 
1,285,406.93 
1,197,880.58 
1,245,407.25 
1,308,933.38 
1,377,804.81 
1,086,968.86 
1,223,199.80 
1,119,469.49 

420,662.68 

140,070.96 


* At these dates the gold and silver were not separated in the reports of the State 
Bank, although they were in those of all the branches except Fort Wayne and Law- 
renceburgh. An estimate has therefore been made as to these two branches, based 
upon the proportion in all the others. 
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Date | | | | 
1850, May 31 
June 29 
July 31 
Aug. 31 
Sept. 30 
Oct. 31 | 
Nov. 30 
1851, Jan. 31 
Feb. 28 
Mar. 31 
July 31 
Date — 
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TABLE III. 


DISCOUNT BUSINESS. 


Promissory Notes 


Bills of Exchange 


Total Loans 


1835, Nov. 21 
1836, “ 
1837, “ 
1838, “ 
1839, Oct. 31 
1840, Nov. 21 
1841, “ 
1842, 

1843, 

1844, 

1845, 

1846, 

1847, 

1848, 

1849, 

1850, 

1851, 

1852, 

1853, 

1854, 

1855, 

1856, 

1857, 

1858, 


$1,434,790.19 
2,292,724.69 
2,889,116.60 
3,037,649.72 


2,514,629.21 
2,422,305.98 
2,132,608.40 
1,603,229.77 
1,645,332.46 
1,830,181.84 
1,659,358.40 
1,574,722.47 
1,647,622.59 
1,677,088.80 
1,709,935.38 
1,522,358.45 
1,485,172.81 
1,598,532.41 

863,574.47 
1,024,648.69 

834,708.20 

499,321.32 

142,273.27 


$376,175.32 
883,888.41 
374,955.63 
500,441.12 


796,316.76 
857,168.08 
327,898.51 
366,361.21 
442,830.91 
1,197,435.05 
1,359,385.07 
1,464,075.88 
1,791,321.88 
1,911,924.50 
2,414,951.06 
2,835,266.55 
2,764,821.62 
3,438,862.02 
3,345,010.98 
3,654.132.46 
3,855,927.51 
298,497.57 
144,755.63 


$1,810,965.51 
3,176,613.10 
3,264,072.23 
3,538,090.84 
3,940,196.68 
3,310,945.97 
3:279,474.06 
2,460,506.91 
1,969,590.98 
2,088,163.37 
3,027,616.89 
3,018,743.57 
3,038,798.35 
3,438,944.47 
3,589,01 3.30 
4,124,886.44 
4,357,625.00 
4,249,994.42 
5,037,394-43 
4,198,585.45 
4,678,781.15 
4,690,635.71 
797,818.89 
287,028.90 


> 
Date 
cane 
cone seve sees 
cess 
cece 
rere 
cose cece 


TABLE 
CONSPECTUS OF 


| 
1835 1836 1837 1838 1839 1840 1841 1842 1843 1844 
| : 
i i | »229.77 1645,332.46 | 
$1,434,790.19 | $2,292,724.69 | $2,889,116.60 | $3,037,649.72 | ........... $2,514,629.21 | $2,422,305.98 | $2,132,608.40 | $1,603,229.77 | $1 45 
$1,810,965.51 | $3,176,613.10 | $3,264,072.23 | $3,538,090.84 | $3,940,196.68 | $3,310,945.97 | $3,279,474.06 | $2,460,506.91 | $1,969,590.98 |$82,088,163.37 | $3,0 
$273,964.50 | $326,059.85 33 
$14,450.16 $48,901.32 $95,569.98 $139,297.68 $187,403.16 $223,630.40 $241,051.15 $260,847.46 273,904 
203,091.36 886,025.98 361,105.25 46,621.72 112,268.49 | 32,477-53 32,269.61 26,310.27 51,562.41 52,768.62 
9575739-87 1,457,204.65 460,520.51 226,521.94 208,301.96 | 305,146.67 182,151.07 227,634.86 | 364,529.93 71 9433 6 
Commissioners of the Canal Fund, Sinking Fund,etc.. ........... 109,701.13 307,181.49 4 | 12,742.80 72,418.39 
Bank notes — branches and other banks —— and stocks.. 732,440.77 489,753-39 216,516.00 270,47 3.00 169,500.00 331,775-55 441,992.70 106,085.23 131,266.25 267,601.00 2 
797,114.87 1,204,737.59 1,128,031.56 | 1,345,832.08 1,021,490.18 1,076,551.94 1,127,901.37 811,234.40 | 965,226.85 1,120,013.19 1,0 
$4,520,863.46 | $7,536,083.22 | $6,126,215.82 | $6,566,808.01 | $6,666,089.33 | $6,670,761.55 | $6,843,018.90 | $5,332,559.41 | $5,160,313.94 $6,070,418.25 | $6,7 
$1,199,778.65 | $1,585,481.51 | $1,867,906.25 | $2,216,700.00 | $2,594,000.00 | $2,671,618.75 | $2,743,191.62 | $2,727,532.14 | $2,136,272.25 | $2,104,92 
36,179.35 | 129,312.56 | 249,958.47 | 308,958.35 22,044.83 | 296,771.10 | 308,742.61 | 332,032.79 | 350,580.53 | 348,306.01 | 
| 7,000.00 30,345.44 4,598.63 22,131.31 4,839.42 34,805.73 36,068.93 17,121.26 8,091.57 12,567.86 
11,832.12 30,003.44 170,725.95 78,512.51 148,544.35 15,282.87 32,883.60 71,916.38 64,659.40 67,059.76 
203,082.87 832,199.90 329,646.38 53,560.33 146,100.25 34,416.09 40,483.33 | 16,519.63 13,826.74 | 9,897.56 | 
23,415.22 66,867.08 101,179.19 269,905.30 126,088.74 148,829.74 116,065.19 | 64,929.47 39,942.11 | 41,993.74 
Due Sinking Fund, School Fund and other items ..... 46,097.86 68,777.87 19,060.29 64,366.22 70,254.46 140,172.41 156,988.88 89,325.92 47,513.80 91,360.05 
1,534,025.00 1,927,050.00  2,379,559-00 | 2,951,795.00 | 2,985,371.00 | 3,031,092.00 | 3,136,437.00 1,828,371.00 | 2,310,690.00 | 3,101,000.00 3,¢ 
| 
$4,520,863.46 | $7,536,083.22 | $6,202,447.82 | $6,566,808.01 | $6,666,089.33 | $6,670,761.55 | $6,843,018.90 | $5,332,559-41 | $5,160,313.94 $6,070,418.25 | $0,7] 


* These statements are taken from the annual reports of the State Bank, and show the condition for one day in the year, usually the third Saturday in November. Several of them, as printed in the Documentary Jour ; 


on this score no trace of suspicion. 


at. 


é <i? 
= 


TABLE IV. 
CONSPECTUS OF ANNUAL STAT 


1838 1839 1840 1841 1842 1843 1844 1845 
| $3,037,649.72 $2,514,629.21 | $2,422,305.98 | $2,132,608.40 | $1,603,229.77 | $1,645,332.46 | $1,830,181.84 
796,316.76 857,168.08 327,898.51 366,361.21 442,830.91 1,197,435.05 
| $3,538,090.84 | $3,940,196.68 | $3,310,945.97 | $3,279,474.06 | $2,460,506.91 | $1,969,590.98 |$82,088,163.37 | $3,027,616.89 |. 
$139,297.68 $187,403.16 | $223,630.40 $241,051.15 $260,847.46 273,964.50 $326,059.85 $342,316.47 
§,088.33 | 6,533-39 | 5,403.48 5,579.95 5,572.58 5,590.71 5,853.80 | 
46,621.72 112,268.49 32,477-53 32,269.61 26,310.27 51,562.41 52,768.62 51,918.95 
226,521.94 208,301.96 305,146.67 182,151.07 227,634.86 | 364,529.93 719,331.92 638,699.74 | 
265,287.58 91,728.69 | 76,636.60 99,035.27 60,730.66 | 75,952.07 90,125.77 207,784.14 | 
294,000.00 | 294,000.00 | 982,203.15 332,796.00 | 37,000.00 | 
"141,109.95 } "378,649.70 “451,477-04 406,122.67 | 707,939.66 746,258.43 598,928.65 
270,47 3.00 169,500.00 | 331,775-55 | 441,992.70 106,085.23 131,266.25 267,601.00 224,331.50 | 
1,345,832.08 1,021,490.18 | 1,076,551.94 | 1,127,901.37 811,234.40 | 965,226.85 1,120,013.19 1,079,368.26 | 
| 
$6,566,808.01 | $6,666,089.33 | $6,670,761.55 $6,843,018.90 | $5,332,559.41 $5,160,313.94 | $6,070,418.25 | $6,727,628.40 | } 
$2,216,700.00 | $2,594,000.00 | $2,671,618.75 | $2,743,191.62 | $2,727,532.14 | $2,136,272.25 | $2,104,928.96 | $2,087,894.59 | § 
308,958.35 222,944.83 296,771.10 | 308,742.61 332,632.79 | 350,580.53 348,366.01 375,239.81 
22,131.31 4,839.42 34,805.73 36,068.93 | 17,121.26 | 8,091.57 12,567.86 23,616.11 
78,512.51 148,544.35 15,282.87 | 32,883.60 | 71,916.38 | 64,659.40 67,059.76 76,581.03 
53,560.33 146,100.25 34,416.09 | 40,483.33 16,519.63 | 13,826.74 | 9,897.56 | 29,780.33 
269,905.30 126,088.74 148,829.74 116,065.19 64,929.47 39,942.11 | 41,993-74 5656.97 
64,366.22 70,254.46 140,172.41 | 156,988.88 | 89,325.92 | 47,513.80 91,860.05 | 611099.26 
393,549-79 320,238.59 | 297,772.86 272,157-74 184,210.82 | 188,737-54 292,744.31 359265. 30 
2,951,795.00 2,985,371.00 3,031,092.00 3,136,437.00 1,828,371.00 2,310,690.00 3,101,000.00 _ 3,6673495.00 | 
| $6,566,808.01 | $6,666,089.33 | $6,670,761.55 $6,843,018.90 | $5,332,559.41 | $5,160,313.94 | $6,070,418.25 | $6,723628.40 | $ 
for one day in the year, usually the third Saturday in November. Several of them, as printed in the Documentary Journsl of the leg 


yak 


-E IV. 
NUAL STATEMENTS.' 


| | 

1845 1846 1847 1848 1849 } 1850 1851 1852 1853 1854 1855 1856 1857 1858 

1,830,181.84 | $1,659,358.40 | $1,574,722.47 | $1,647,622.59 | $1,677,088.80 | $1,709,935.38 | $1,522,358.45 | $1,485,172.81 | $1,598,532.41 $863,574.47 | $1,024,648.69 $834,708.20 $499,321.32 | $142,273.27 
1,197,435.05 1,359,385.17 1,464,075.88 1,791,321.88 1,911,924.50 | 2,414,951.06 | 2,835,266.55 2,764,821.62 | 3,438,862.02 | 3,345,010.98 3,654,132.46 | 3,855,927.51 298,497.57 144,755.63 
3,027,616.89 | $3,018,743.57 | $3,038,798.35 | $3,438,944.47 | $3,589,013.30 | $4,124,886.44 | $4,357,625.00 | $4,249,994.43 | $5,037,394-43 | $4,198,585.45 | $4,678,781.15 | $4,690,635.71 | $797,818.89 | $287,028.90 
$342,316.47 | $343,845.80 | $368,178.45 382,076.71 | $369,861.04 | $364,233.54 | $324,827.53 298,448.18 | $260,653.09 | $198,488.84 | $177,825.82 | $174,644.97 | $138,202.06 | $90,707.15 
51,918.95 | 68,534.19 | 81,271.90 148,642.39 3,808.81 12,338.42 10,990.41 78,270.20 58,590.27 
638,699.74 803,065.41 | 1,081,194.66 621,064.26 749,863.87 598,014.26 925,326.40 1,423,911.54 931,109.53 1,205,083.02 929,426.79 1,078,242.58 946,841.16 197,642.20 
207,784.14 | 113,577-99 | 247,698.50 231,156.03 205,586.01 247,048.01 266,301.37 54,164.41 144,955.37 90,336.77 292,736.48 366,192.16 157,159.10 94,462.71 
598,928.65 577,047.46 460,115.89 412,601.91 323,783.69 270,213.77 264,101.85 207,803.40 147,099.94 180,600.48 252,192.19 304,388.32 261,104.72 139,410.87 
224,331.50 | 119,976.00 299,250.00 147,451.00 101,970.00 224,842.00 334,286.00 SSA, 304,379.00 238,203.00 221,624.00 185,851.00 29,706.00 
1,079,368.26 | 1,003,647.40 1,083,979.39 1,273,895.54 1,285,406.93 1,197,880.58 1,245,407.25 1,308,933.38 1,377,804.81 1,086,968.86 1,223,199.80 1,119,469.49 420,662.68 140,070.96 
5,727,628.40 | $6,510,289.76 | $7,039,324.54 | $6,997,937-31 ; $6,879,649.63 | $7,135,603.60 | $7,717,875.40 | $8,216,069.38 | $7,899,017.17 | $7,347,678.44 | $7,804,703.65 | $7,966,187.64 | $2,987,977-52 | $1,038,703.62 
2,087,894.59 | $2,083,824.37 | $2,082,874.37 | $2,082,910.59 | $2,082,910.59 | $2,082,950.59 | $2,083,007.44 | $2,083,007.44 | $2,150,107.44 | $2,150,106.44 | $2,150,107.44 | $2,150,107.44 oe ey ere 
375,239.81 413,563.33 453,444.50 527,799.32 607,992.71 750,678.17 806,913.53 908,926.03 979,199.08 | 1,108,955.99 | 1,228,301.96 | 1,265,202.67 | 1,434,006.93 599,595.62 
23,616.11 31,832.52 25,710.10 21,581.85 34,683.63 27,061.91 27,807.15 30,893.05 7,284.40 4,045.63 3,972.68 4,658.16 58,504.14 26,939.71 
76,581.03 20,944.71 19,777.22 105,690.76 83,352.36 | 97,258.59 124,452.49 50,289.08 204,692.81 211,543.02 195,786.88 207,793-43 pe Bere eee 
5656.97 47,886.42 34,545.88 82,292.96 107,242.87 | 112,175.47 | 123,817.41 108,392.77 169,191.59 225,520.65 120,666.76 176,224.91 4,277.34 7,620.41 
61,099.26 92,397.16 191,599.45 | 101,409.90 183,627.66 | 80,832.42 | 133,838.94 349,808.49 107,006.28 41,925.07 27,766.03 32,274.75 230,961.57 61,370.47 

apa 409,989.13 555,773-42 452,624.73 475,579.81 556,432.70 | 630,036.26 805,228.52 716,048.76 630,234.64 599,177.90 604,922.78 59,351.56 3,388.41 
3,664495-00 3,336,533-00 | 3,606,452.00 | 3,552,210.00 | 3,304.260.00 | 3,422,445.00 | 3,772,193.00 | 3,860,524.00 | 3,834,765.50 | 2,835,148.00 | 3,335,726.00 | 3,381,806.00 684,718.50 339,789.00 
5,7279628.40 | $6,510,289.76 | $7,039,324.54 | $6,997,937-31 | $6,879,649.63 | $7,136,603.60 | $7,717,875.10 | $8,167,069.38 | $8,169,834.17 | $7,350,677.44 | $7,804,703.65 | $7,966,188.14 | $2,987,977.52 | $1,038,703.62 


of the legislature, do not balance, owing, without doubt, to typographical errors. If the statements had been really defective, the opponents of the bank would have at once expressed their suspicion; but. there is 
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APPENDIX. 


AN ACT ESTABLISHING A STATE BANK. 
APPROVED JANUARY 28, 1834. 


SECTION I. Be it enacted by the General Assembly of the State of Indiana, 
That there shall be, and is hereby created and established, a State Bank with 
ten branches, which, or so many as shall be organized under this charter, to 
be known and styled the “State Bank of Indiana,” and shall continue as 
such until the first day of January, eighteen hundred and fifty-nine. 

SEC. 2. The directors of the State Bank first appointed are authorized, 
and it is hereby made their duty to locate one branch of said bank at such place 
within each of the districts hereinafter named as they may deem expedient, 
to-wit : 

District No. One, composed of the counties of Marion, Johnson, Shelby, 
Hancock, Madison, Hamilton, Boon, and Hendricks. 

District No. Two, composed of the counties of Dearborn, Franklin, Ripley, 
Switzerland, and Decatur. 

District No. Three, composed of the counties of Union, Fayette, Rush, 
Wayne, Henry, Delaware, and Randolph. 

District No. Four, composed of the counties of Jefferson, Jennings, Scott, 
Bartholomew, and Jackson. 

District No. Five, composed of the counties of Floyd, Harrison, Washing- 
ton, Crawford, and Clark. 

District No. Six, composed of the counties of Posey, Vanderburgh, Perry, 
Spencer, and Warrick. 

District No. Seven, composed of the counties of Knox, Sullivan, Daviess, 
Gibson, Pike, and Dubois. 

District No. Eight, composed of the counties of Orange, Lawrence, 
Monroe, Morgan, Martin, and Greene. 

District No. Nine, composed of the counties of Vigo, Clay, Owen, Put- 
nam, Parke, and Vermillion. 

District No. Ten, composed of the counties of Tippecanoe, Fountain, 
Montgomery, Warren, Carroll, and Clinton, and of the territory lying north 
of Warren and Tippecanoe and west of Carroll and Cass, to the southern 
boundary of the northwest district. 


SEC. 3. It shall be the duty of the directors of the State Bank, after the 
expiration of one year, to locate an additional branch in the district to be 
numbered e/even, composed of the counties of Adams, Grant, Huntington, 
Wabash, Miami, Allen, La Grange, Elkhart, and the unorganized territory 
attached to said several counties for judicial purposes: and after the expira- 


. 
} 
} 


116 JOURNAL OF POLITICAL ECONOMY. 


tion of three years, to locate an additional branch of said bank within the 
district of country lying north of the Wabash river, to be numbered ‘wedve, 
and not included in any of the districts before mentioned: Provided, that 
there shall be more than three counties in said district: and like proceed- 
ings shall be had in organizing the same as are herein prescribed for organ- 
izing the other branches; and the state stock therein shall be obtained in 
the same way, and paid over under the same restrictions and regulations 
as is provided for the other branches: Provided, however, that nothing 
herein contained shall prevent the board of state directors from paying the 
same out of the sinking fund of the state, or any surplus funds under their 
control. 

Sec. 4. Should any of the branches herein established fail to organize, as 
herein contemplated, it shall be the duty of the directors of the State Bank, 
once in each year thereafter, if required by any number of the citizens who 
will be responsible for the expense, to open books of subscription within such 
district, and locate and organize a branch therein at such place as they may 
select, if the amount of stock herein required shall be taken and paid for 
under the provisions of this act. 

Sec. 5. The said State Bank shall keep an office at the town of Indian- 
apolis, and the directors thereof shall meet and hold their sessions at least 
once in three months. It shall be a body corporate and politic, with power to 
sue and be sued, plead and be impleaded, in any court of law or equity having 
jurisdiction, and to transact all other lawful business herein permitted them to 
do; and shall have power by and through her branches, and not otherwise, to 
loan money, buy, sell, and negotiate bills of exchange, checks, promissory 
notes, and other evidences of debt; to discount on banking principles and 
usages, bills of exchange, post notes, promissory notes, and other negotiable 
paper or obligations for the payment of money; to receive deposits, to buy 
and sell gold, silver, bullion, and foreign coins; to draw, issue, and put in cir- 
culation bills, notes, post notes, bills of exchange, and other evidences of debt, 
payable to order or bearer and not otherwise; and all such notes and bills 
put in circulation as money, except post notes and bills of exchange, shall be 
made payable on demand; and to exercise such other incidental powers as 
shall be necessary to carry on such business. 

Sec. 6. The real estate which it shall be lawful for said bank to purchase, 
hold and convey, shall be, first, such as shall be required for its immediate 
accommodation in the convenient transaction of its business ; or second, such 
as shall have been mortgaged to it in good faith by way of security for stock, 
loans previously contracted, or for moneys due; or third, such as shall have 
been conveyed to it in satisfaction of debts previously contracted in the course 
of its dealings; or fourth, such as shall have been purchased at sales upon 
judgments, decrees or mortgages ubtained or made for such debts; and the 
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said bank shall not purchase, hold or convey real estate in any other case, or 
for any other purpose; and all such real estate, not absolutely necessary for 
the convenient discharge of its business, shall be set up, at least once a year, 
at public sale after having given thirty days’ notice of such sale, describing 
the property so to be sold, and the name of the mortgager, in at least one 
newspaper in the district where said bank is situate, and placing three 
written notices in the most public places in the town where the bank is 
located; and shall be sold if the same will bring the amount of the debt, 
interest and costs for which the same may have been bought, received, or 
taken by the bank, and which shall remain after deducting all profits 
received therefrom. 

Sec. 7. All conveyances of real estate shall be signed by the president of 
the State Bank and have affixed the seal thereof. 

Sec. 8. The said bank shall not at any time suspend or refuse payment 
in gold or silver of any of its notes, bills, or obligations due or payable, nor of 
any moneys received upon deposit; and if said bank at any time refuse or 
neglect to pay any bill, note or obligation issued by such bank, if demanded 
within the usual banking hours, at the proper branch where the same is pay- 
able according to the contract, promise, or undertaking, therein expressed, or 
shall neglect or refuse to pay on demand as aforesaid, any moneys received 
on deposit, to the person or persons entitled to receive the same, then, and in 
every such case, the holder of any such bill, note, or obligation, or the per- 
son or persons entitled to demand or receive such moneys as aforesaid, 
shall respectively be entitled to receive and recover interest on their said 
demands, until the same shall be fully paid and satisfied, at the rate of 12 
per centum per annum from the time of such demand as aforesaid; and 
any branch so failing to meet its engagements may be closed as in case of 
insolvency. 

SEC. 9. The said State Bank and each and every branch thereof shall 
mutually be responsible for all the debts, notes, and engagements of each other. 

SEc. Io. All suits or actions against said bank on any contract or engage- 
ment made, or liability incurred by the board of directors, of the State Bank, 
or on any contract or engagement made, or liability incurred by the board of 
directors of any branch, or on any bank bill or note, shall be brought against 
the State Bank of Indiana. 

Sec. 11. The process in such case shall be a summons, and shall be served 
on the president of the State Bank, in all cases where the contract, engage- 
ment, or liability sued for, shall have been made by the board of directors of 
said bank ; and in all cases where the contract, engagement, or liability sued 
on, has been made or incurred by a branch, the process shall be served on the 
president of such branch; and so also where the suit shall be brought on any bank 
bill or note, the process shall be served on the president of the branch at which 
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such bill or note shall have been made payable: or in all such cases, a copy 
of the process may be left at the banking house, or place of doing business 
of the State Bank, or of the proper branch, as the case may be, during the 
usual hours of business, which shall be good service. And it is hereby made 
the duty of the president, or any other officer, of any branch, knowing of such 
service, forthwith to notify the president and directors of the State Bank 
thereof. In all suits brought against said bank, on any note, engagement, or 
liability of any branch, such suit shall be brought in the county where such 
branch may be situate; and all suits brought against the State Bank on any 
note, engagement or liability of the State Bank, shall be brought in the county 
of Marion. 

Sec. 12. There shall be no stay of execution on judgments against the 
bank for notes issued or deposits made therein, except as herein provided for. 

Sec. 13. Said bank shall be entitled to charge and receive for moneys 
loaned, six per cent. per annum and not higher, but the same may, according 
to bank rules, be discounted and taken in advance out of the sums loaned. 

Sec. 14. The profits arising, after paying expenses and reservation for a 
contingent or surplus fund, shall be divided among the stockholders, accord- 
ing to the amount of stock owned and paid in by each; and in making this 
calculation and division of profits, each branch shall be independent of the 
others, and its own profits be divided among its own stockholders. 

Sec. 15. There shall be deducted from the dividends, and retained in 
bank a year, the sum of twelve and one-half cents on each share of stock, 
other than that held by the state; which shall constitute part of the perma- 
nent fund to be devoted to purposes of common school education, under the 
direction of the general assembly, and shall be suffered to remain in bank, 
and accumulate until such appropriation by the general assembly; and said 
tax shall be in lieu of all other taxes and assessments on the stock in said 
bank. And in case of an ad valorem system of taxation being adopted dur- 
ing this charter, the said stock shall be subject to the same ratio of taxation as 
other capital, not exceeding one per cent. including the aforesaid tax, and 
the said tax shall only be assessed on such portion of the stock as shall have 
been paid, and on account of which, the stockholders shall not be indebted to 
the state. 

Sec. 16. The person administering the government of this state, secre- 
tary of state, treasurer, auditor of public accounts, commissioner of the canal 
fund, judge of the supreme or any inferior court, or any person holding an 
office or appointment under the authority of the general government, shall 
not, while in such office, hold the office of president of the State Bank, 
director of the State Bank, or president, director, or cashier of any branch, 
nor that of a member of the general assembly; nor shall any president, 
cashier, or director of any branch at the same time hold the office of presi- 
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dent or director of the State Bank, on the part of the state, or the office of 
president, director, or cashier of another branch. 

Sec. 17. The notes issued by said bank shall be signed by the president 
of the State Bank, and shall be made payable at the branch which shall issue 
the same, and shall be signed by the cashier of such branch. 

Sec. 18. No sale or forfeiture for unpaid taxes of any real estate, 
mortgaged to said bank to secure the payment of loans made, shall, until 
the lapse of five years from such sale, operate to prevent said bank from 
redeeming the same, on payment of such taxes and damages and interest 
thereon, as are required by law in other cases of lands forfeited and sold 
on account of unpaid taxes, if at any time after such sale and forfeiture, such 
real estate shall become the property of the bank for the payment of any 
such debt. 

SEc. Ig. It shall not be lawful for said bank at any time to use or employ 
any part of its capital stock or other funds in the buying or selling of goods, 
wares, or merchandise, or in any other business or dealing, than is by this act 
authorized and permitted. 

SEc. 20. It shall and may be lawful for said bank or any branch thereof 
to accept, receive, and become responsible for the deposits and public reve- 
nues of the United States, upon such terms and conditions as may be agreed 
on by the agents of the general government and a majority of the directors of 
the State Bank. 

Sec. 21. That it shall be lawful for said bank to receive on deposit 
(except as above prohibited) moneys, bullion, plate and other articles of 
value of small bulk, on such terms and conditions as may be agreed upon 
by the parties. 

SEc. 22. No note shall be issued of a less denomination than five dollars; 
and the legislature hereby reserves the right, at any time after ten years, to 
restrict and prohibit the circulation and issue of any note for less than ten 
dollars. 

Sec. 23. There shall be in said bank and branches an account created, 
opened, and kept with the commissioners of the sinking fund, in which they 
shall be credited with the dividends of profits accruing to the state on her 
stock, and all other sums passing through or accruing in said bank properly 
belonging to that fund, which fund shall be under the control and direction of 
the said commisioners as herein provided. 

Sec. 24. It shall not be lawful for the directors of the said State Bank to 
locate any other branch or branches of said bank than is herein authorized. 

SEc. 25. The capital stock of said bank may be increased by individual 
subscriptions at any one or more branches, by and with the assent and concur- 
rence of the legislature and directors of the State Bank. 

SEC. 26. The general assembly may at any time appoint an agent to 
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examine the state and condition of said bank, and each and every branch 
thereof, who shall have the same power and rights as examiners appointed 
by the directors of the State Bank ; and when any agent as aforesaid shall 
find and report, or the governor of the state shall have reason to believe that 
the charter has been violated, it may be lawful for the legislature to direct, or 
the governor to order a scire facias to be sued out of the Marion Circuit 
Court in the name of the state (which shall be executed upon the president 
of the State Bank for the time being, afleast fifteen days before the com- 
mencement of the term of said court) calling on the said corporation to show 
cause wherefore the charter hereby granted shall not be declared forfeited ; 
and it shall be lawful for the said court, upon the return of said scire facias, 
to examine into the truth of the alleged violation; and if such violation be 
made appear, then to pronounce and adjudge that the said charter is for- 
feited and annulled; and every issue of fact, which shall arise in such 
proceeding, and may be joined between the state and the corporation afore- 
said, shall be tried by jury, and it shall be lawful for the court aforesaid to 
require the production of such of the books of the corporation as it may deem 
necessary for the ascertainment of the controverted facts; and the final 
judgment of the court aforesaid shall be examinable in the Supreme Court of 
the state, by writ of error, and may be there reversed or affirmed according 
to usages of law; and it shall be the duty of the governor to employ 
counsel on behalf of the state, to prosecute such writ of sczve facias. 

SEc. 27. That a general meeting of the stockholders of each branch 
shall be held annually, at such time as the directors of the State Bank shall 
direct, at which time elections for directors shall take place, to which meet- 
ing the directors of the preceding year shall exhibit an exact and particular 
statement of the state, condition and affairs of said Branch, and general meet- 
ings of the stockholders may be held at any other time, when ordered by the 
board of directors of the branch. 

Sec. 28. Certificates of stock shall be issued to stockholders signed by 
the president and cashier of the proper branch, and may be transferred on 
the books of the branch to be kept for that purpose, and not otherwise; in 
which case the old certificates shall be surrendered and new ones issued. No 
stock shall be transferred, by any stockholder when any debt is due, or is 
then owing and to become due from such stockholder, but by the consent of 
the directors of the branch; and such stock books shall, at all reasonable 
times during the usual hours of transacting business, be kept open for the 
examination of any person, having in his possession any note, bill, or obliga- 
tion on any branch, then due, and the payment of which shall be refused. 
And in case any officer having charge of such book shall refuse to permit 
such examination, he shall, for every such offense, forfeit the sum of fifty 
dollars, to be recovered in an action of debt by the person so refused. 
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SEC. 29. Stock shall be considered as personal property, and may be 
sold on execution, and transferred on the books of the branch by the officer 
selling the same, but in all cases be subject to a lien in favor of the bank, for 
all debts dona fide due, or then owing and to become due the same, from 
the owner. 

Sec. 30. After the first election, no stockholder who shall not have held 
his stock, for which he votes, for three calendar months previous to the day of 
election, shall be entitled to vote; and the number of votes to which stock- 
holders shall be entitled, in voting for directors, shall be in the proportion 
following : that is to say, for each and every share, not exceeding four shares, 
one vote; for every two shares above four shares and not exceeding thirty, 
one vote; for every fourshares above thirty and not exceeding ninety, one 
vote; for every six shares above ninety and not exceeding one hundred and 
fifty, one vote; and for every ten shares above one hundred and fifty, one 
vote. But no person, co-partnership, or corporation, shall be entitled toa 
greater number than one hundred votes. In all elections, votes may be 
given either in person or by proxy, but no person shall vote by proxy more 
than one hundred votes, and no individual stockholder, who shall be a resi- 
dent of the county where the election is to be held at the time of such 
election, shall vote by proxy, unless in case of unavoidable absence, except 
females or minors. 

Sec. 31. No president, cashier, clerk or teller of said bank or any branch 
thereof, shall be permitted to vote at any election for directors, as the attor- 
ney, agent, or proxy of any stockholder. No president, cashier, or director 
of the State Bank, or president or cashier of either of the branches, shall, 
during the term of his office, be eligible to a seat in either branch of the 
general assembly of this state. 

SEC. 32. The president of the State Bank shall be elected by the general 
assembly, by ballot of each house separately: Provided, That no person shall 
be elected as such president unless he gets a separate majority of the votes 
given by each house: Provided, however, That after three attempts at an 
election as aforesaid, should no concurring choice be made, the two houses 
shall proceed to elect the said president by joint ballot of both houses; and 
the person obtaining a majority of all the votes given on such joint ballot, 
shall be declared duly elected’as in other cases. Such president shall hold 
his office for five years, unless sooner removed by joint resolution, and 
another appointed in his place. 

SEC. 33. It shall be his duty to preside at all meetings of the board and 
decide all questions on which the board is equally divided, by his casting 
vote—he shall have power to call special meetings of the board whenever 
he may find necessary, and do and transact all other business naturally apper- 
taining to his office or conferred upon him by this act. 
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SEC. 34. The president of the State Bank shall receive as a compensa- 
tion, to be allowed by the board of directors of said bank, an annual salary, 
not less than one thousand, nor more than fifteen hundred dollars, payable 
quarterly. 

SEc. 35. The general assembiy shall elect four directors of the State 
Bank, in the manner prescribed for electing the president thereof, who shall 
respectively hold their offices, one, two, three, and four years, one going out 
of office each year, and shall at their first meeting after their appointment, 
determine, by lot, the periods they shall respectively hold their offices. Such 
directors, or any one of them, may at any time be removed by joint resolu- 
tion of the general assembly. Their compensation shall be fixed by the board 
of directors of the State Bank ; but the compensation of any member of the 
board shall not be increased during the term of his appointment. 

Sec. 36. Vacancies occurring in the office of president or of any state 
director of the State Bank, shall be filled by appointment, to be made by the 
governor, until the same shall be filled by the general assembly, as in this 
act is provided for the election of the president and directors of the State 
Bank. 

SEc. 37. The board of directors of each branch shall annually and as often 
as a vacancy may occur elect one director for the State Bank, whose com- 
pensation shall be fixed by the branch directors, and paid by such branch. 

Sec. 38. It shall be the duty of said bank and branches to receive and 
pay out the revenues and funds of the state, under the direction and control 
of the treasurer of state, whenever the legislature may so direct. 

SEC. 39. The board of directors of the State Bank shall have power to 
appoint a cashier and such other inferior officers and agents as may be neces- 
sary to carry on their business, to fix their term of office and compensation, 
and require such bond and security from them as they may from time to time 
deem expedient. 

Sec. 40. The directors of the State Bank shall have power to limit and 
control the amount of discounts and loans of the branches after they shall 
amount to once and a quarter the amount of capital stock paid in; to 
settle and adjust the accounts and balances between them; and for good 
cause may suspend the operations of the same. They shall have power, and 
it shall be their duty to regulate and equalize the state funds and public 
deposits that may be in bank, and may transfer the same from one branch to 
another as circumstances may require. But they shall in no case withdraw 
any part of the capital stock of any branch, or any part of its own local funds, 
without the consent of the board of directors of such branch, to be used in 
any other branches, except in cases requiring such branch to be closed as 
herein provided for; and they shall have power to make and prescribe all 
necessary by-laws to carry the powers herein conferred into effect. 
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SEC. 41. They shall have power to appoint one or more of their number 
to visit and inspect the condition and affairs of each branch, when and as 
often as to them shall seem necessary; and it shall be their duty to make 
such examination at least once in six months, and also at any other time when 
thereto required by the directors of any branch. No director shall be 
appointed by the State Bank to examine, visit, and inspect the condition and 
affairs of any branch from which he has received his appointment. 

SEC. 42. The person or persons so examining shall have power to examine 
on oath or affirmation (which they are hereby authorized to administer), all 
the officers, servants, or agents of any branch, or any other persons, in rela- 
tion to the affairs and condition of such branch; and they shall have power 
to examine all the books, papers, notes, bonds, and other evidences of debt 
of any branch; to compare the books, funds, and property of said branch, 
with their returns and statements made thereof; to ascertain the amount of 
money and available funds on hand, and generally to make every other 
inquiry and examination necessary to ascertain the actual condition of such 
branch. 

SEC. 43. The board of directors of the State Bank shall have power to 
require of the board of directors of each branch, reports of their business 
and condition, as often as shall be expedient, and not less than once each 
month. 

Sec. 44. They shall have power whenever they shall ascertain in any 
manner, that any branch is insolvent, or is mismanaging its affairs, whereby 
the interest of the other branches is endangered, or that a branch hath 
violated any of the provisions of this act, or any other act binding upon them, 
or that any branch hath neglected or refused to comply with any legal order 
or direction of the board of directors of the State Bank, and it is hereby 
made the duty of said board forthwith to suspend the business of such branch, 
and the power of the branch directors over the same, and if the interest of 
the state, or the safety of the other branches requires it, to close up the affairs 
and business of said branch entirely; and to effect the same they are hereby 
vested with power to appoint a receiver or receivers, who shall, under their 
direction and control, collect and receive the rights, credits, and effects due such 
branch, and turn them into available funds; to settle, adjust, and compound 
the same; to settle, adjust, and pay off the debts due by such branch ; and 
if any portion of the capital stock of such branch, or stock notes given 
therefor, shall be upaid, to sue for, and collect the same, as also all contribu- 
tions required from stockholders under the provisions of the one hundred and 
second section of this act, or so much as shall be’ necessary to meet the 
demands against such branch. 

SEC. 45. That a copy of such order suspending or closing any branch and 
appointing a receiver or receivers to take charge of the same, signed by the 
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president and attested by the clerk of said board and the seal of said State 
Bank, shall be sufficient to authorize such receiver to seize and take charge 
of the same; and all officers, stockholders, servants, and agents of such branch 
shall be required to obey and submit to the same, and in default may be 
indicted for misdemeanor, and fined and imprisoned at the direction [discre- 
tion] of the jury trying the same; and any person fraudulently holding and 
concealing any of the property or effects of such branch from such receiver 
shall, upon conviction thereof upon presentment or indictment, be fined in 
any sum not exceeding one thousand dollars, and confined at hard labor in 
the state prison for any term of time, not less than one year nor more than 
ten years. 

SEc. 46. It shall be the duty of the directors of the State Bank to pro- 
vide for the payment of all the debts of a failing branch that shall remain 
due after all the property, real and personal, rights, credits, and effects, and 
all the stock of such failing branch, and the contributions of its stockholders, 
shall have been first applied; and for that purpose they are hereby authorized 
to call on the other branches for their respective proportions ; arranging the 
time of making such calls, so that the whole amount of such debt shall be 
paid within one year after such failing branch shall have been suspended. 

Sec. 47. And if it shall so happen that the property, stock, contributions, 
or effects of said failing branch shall not by that time have been turned into 
available means, the same shall be collected and distributed among the sev- 
eral branches to meet the advances by them made to pay the debts of such 
failing branch. 

Sec. 48. After payment of all demands against a failing branch, if 
any of its effects, of whatever kind or description, shall remain, the same 
shall be first applied to the payment of the state stock therein, and shall be 
divided among the other branches and used as capital in the same as so much 
state stock; and if any residue should still remain, it shall be paid over to the 
other stockholders in their due proportions. 

SEc. 49. Any order of the board of directors to suspend or close a branch 
shall be carried by at least the votes of two-thirds of the members present at 
some meeting, to attend which all the members of the board shall have been 
notified ; and the question shall be taken by ayes and noes, and the same 
recorded on the minutes of the board. 

Sec. 50. The order of the board of directors of the State Bank suspend- 
ing any branch, shall likewise have the effect to suspend all suits, judgments, 
orders, decrees, and executions, for any claim or demand which said branch 
should have paid, nor shall any such suit be progressed in until the matter in 
controversy shall have been submitted to the board of directors of the State 
Bank, or the persons by them entrusted with the affairs of said branch; and 
if, on such submission, the justice of such claim shall not be admitted, and 
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the same be agreed to be paid on the closing up of the affairs of said branch, 
the same may progress to judgment; but execution thereon, and all other 
executions or decrees, shall remain until one year from the time such branch 
was suspended. 

Sec. 51. The directors of the State Bank shall have power to regulate the 
manner of holding elections for directors of the branches, and may, if neces- 
sary, change and fix the time of holding the same, of all which elections 
reasonable notice of time and place shall be given. 

Sec. 52. And in case an election of directors should not be made on the 
day when the same should have been, the directors of the State Bank shall 
order a new election, and the directors for the time being shall continue to 
hold their offices until such election takes place and their successors are 
qualified. 

SEC. 53. No failure on the part of the general assembly or of the branches 
to elect directors of the State Bank shall be considered as a dissolution of 
this corporation, but the directors for the time being shall continue to hold 
and exercise their offices until their successors are chosen and qualified. 

SEc. 54. Said directors shall have power to regulate and control the divi- 
dends of profits so that the capital stock shall never be diminished, and to 
create and keep up a surplus fund that shall never be less than one-sixteenth 
of the capital stock in each branch. 

SEc. 55. In the calculation of the profits previous to a dividend, interest 
then unpaid, although due, or accrued on debts owing to any branch, shall 
not be included. 

SEc. 56. Dividends of profits shall be declared semi-annually. 

Sec. 57. They shall have power to close any branch which, after the first 
year, shall not yield a profit of six per cent. per annum upon the capital 
actually paid in, and the same may be proceeded in as in case of insolvency, 
unless the discounts shall have been limited and controlled by the directors 
of the State Bank, so as to prevent said stock from yielding such profit. 

SEc. 58. They shall cause to be opened and kept, by their clerks, accounts 
with each branch, showing the operations of each, and keeping constantly in 
view their business and condition, which shall be at all reasonable times open 
to the inspection of any stockholder, and of any person authorized by the 
legislature to inspect the same. 

SEC. $9. They shall likewise keep a record of all their proceedings, in 
which all their orders, votes, and resolutions shall be entered, with the ayes 
and noes on all questions, which shall be open to like inspection. 

SEc. 60. They shall apportion the salary of the president and all other 
officers, agents, and directors of the State Bank, and all other general 
expenses, among the several branches, according to the amount of stock in 
each, and shall have power to demand and receive the same. 
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SEc. 61. It shall be the duty of the directors of the State Bank to keep 
and preserve the original books of subscription of stock, and to cause to be 
returned to them from each branch every six months a statement of all trans- 
fers of stock made the preceding six months. 

SEC. 62. They shall also procure and take charge of the plates on which 
the paper of said bank shall be printed, and shall cause a sufficient amount 
thereof to be printed from time to time as occasion may require. 

SEc. 63. They shall deliver on the order of the board of directors of 
each branch an amount of such paper not exceeding twice the amount of 
the capital actually paid in at such branch, except when more shall be 
wanted to replace that which may have been worn out, defaced, or lost ; in 
which case all so defaced shall be returned to said board of directors of the 
State Bank and destroyed; and they shall give no other or greater amount 
for paper lost than they shall have good reason to believe is actually lost by 
circulation or otherwise. 

SEc. 64. Five directors, with the president, shall be necessary to consti- 
tute a board for the transaction of business. But in case of sickness or 
absence of the president, his place may be supplied tor the time being by any 
director whom the board may appoint. 

Sec. 65. It shall be the duty of the board of directors of the State Bank, 
in the first week of the session of the general assembly in each year, to make 
report to both houses of the general assembly of the affairs and business of 
said bank and each branch thereof, setting forth in regard to each: 

1st. The amount of available funds on hand, designating each kind. 

2d. The amount of notes discounted. 

3d. The amount of bills of exchange. 

4th. The amount and condition of the surplus fund. 

5th. The amount of notes in circulation. 

6th. The number of officers and servants, and the amount of compensa- 
tion to each. 

7th. The amount of rents paid, if any. 

8th. The value of houses used for banking purposes. 

gth. The value of other real estate, and whether the same has been regu- 
larly offered for sale, as by this act required. 

1oth. The amount of debts due to and from other banks. 

11th. All such other matters as shall by them be deemed material and 
important, or shall be required of them by the legislature. A like report 
shall be furnished to the general assembly, by the board of directors of each 
branch. Such report made by the directors of each branch, shall contain 
such statement of the condition of the same as aforesaid, as the same is found 
on the third Saturday of November, in such year, at two o'clock in the 
afternoon. 
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Sec. 66. The directors, and all other officers and agents of the State 
Bank, and of each branch shall severally, before they enter upon the duties of 
their office, make oath or affirmation, well and faithfully to discharge the 
duties of the same. 

Sec. 67. The stockholders of each branch shall by ballot annually elect 
not less than seven, nor more than ten directors for such branch, the number 
to be settled by the directors of the State Bank; and the directors of the State 
Bank shall appoint three directors for each branch: such branch directors 
shall hold their office for one year, and until their successors are chosen and 
qualified. 

Sec. 68. The said branch directors, at their first meeting after each elec- 
tion, shall choose one of their number to be president, and shall have power 
to appoint a cashier and such other officers and agents as they may deem 
necessary, whose term of office, and whose compensation, together with that 
of the president, shall be established by the directors. They shall also have 
power to fill all vacancies occurring in their own body, except in those 
appointed by the State Bank, which shall be filled by those directors of the 
State Bank, appointed on the part of the state. 

SEC. 69. No director appointed by the directors of the State Bank shall 
be chosen more than twice in three years. 

SEc. 70. No branch director, except the president, shall receive compen- 
sation for his services, unless by vote of the stockholders. 

Sec. 71. No person shall be elected a director of a branch by the stock- 
holders, who shall be in arrear to such branch, nor unless such person shall 
be a citizen of the state, and a stockholder, owning in his own right and not 
in trust, at least five shares in such branch. But in case there should not be 
a sufficient number of stockholders owning five shares to constitute the 
directory, they may be elected out of those having the highest number of 
shares. 

SEc. 72. If during his term of office any director shall become in arrear, 
or fail in business, remove from the state, or cease to own the requisite amount 
of stock, or otherwise become disqualified, it shall be the duty of the said 
board of directors forthwith to vacate his seat, and appoint another in his 
place. 

SEC. 73. No person shall be a director in more than one branch at the 
same time; nor shall two or more partners be at the same time directors of 
the same branch, or of the State Bank and a branch thereof; nor shall a 
director of any monied corporation, having power to discount and to receive 
deposits, be a director of any branch. 

Sec. 74. The board of directors of each branch shall have power to 
require such security from their officers and agents for the performance of 
their duties as they may deem necessary. 
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Sec. 75. It shall betheir duty to make report of their business and condi- 
tion of their branch to the board of directors of the state bank, once in each 
month, and oftener if thereto required by said board, setting forth all the 
particulars required in their reports to the legislature, and shall also send 
copies of their monthly reports to each branch. 

Sec. 76. The board of directors of each branch shall keep a book or 
books, in which shall be entered and faithfully recorded a journal of all 
their proceedings, which book shall be open to the inspection of all the stock- 
holders, at all regular meetings of the same; and also, be open to the inspec- 
tion of any three stockholders, holding together in their own right, twenty 
shares of stock, on application by them made to the president or cashier. 

Sec. 77. All elections by the several boards of directors shall be viva voce 
and recorded. 

Sec. 78. The directors of each branch shall have power to make and 
prescribe such by-laws, rules, and regulations as they shall deem needful, 
touching : 

Ist. The government of their respective branches, and the management 
and disposition of its stock, business, property, estate and effects. 

2d. The time, manner, and terms upon which discounts and deposits shall 
be made and received in, and by the same. 

3d. The duties and conduct of the officers, clerks, and servants employed 
by the same, and 

4th. All such matters as may appertain to the concerns of said branch: 

Subject to the control of the directors of the State Bank in the cases and 
according to the powers herein given to the directors of the said State Bank. 

SEC. 79. In the management of their business the board of directors shall 
observe the following rules: 

1st. No branch shall loan money on the security of its own stock. 

2d. No persons shall be accommodated with a loan while in arrear for 
stock, for interest or for loans had either on his own account or as security 
for others, and then due, unless the sums so due be retained and first paid out 
of such loan. 

3d. In the renewal of notes the security shall never be lessened. 

4th. No director shall be allowed to borrow out of bank on any other than 
the usual banking terms. 

5th. The president, cashier, and directors for the time being of any branch 
or of the State Bank shall not be permitted to endorse for each other. Nor 

shall they vote on questions in which they are interested. 

6th. On all applications for loans of five hundred dollars or upwards, there 
shall be five concurring votes out of seven, and so on in proportion if any 
greater number is present ; and if any such application is granted, the ayes 
and noes shall be entered in the minutes of the board. 
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7th. No corporation of any description shall, at any one time, be permitted 
to be indebted, at one branch, in a greater sum than five thousand dollars, for 
moneys loaned, unless by permission of the board of directors of the State Bank. 

8th. It shall be the duty of the board of directors of each branch, as often 
as once in three months, to cause a strict examination to be made of the 
accounts of the cashier, and a full and complete settlement thereof ; and a full 
statement thereof shall be entered on the journals of the proceedings of said 
board. 

gth. No person shall be entitled to receive any dividend of profits on stock 
owned, while indebted to said bank for any debt or demand then due and 
payable, but the same shall be placed to his credit until such debt or demand 
is paid. 

1oth. Seven members shall be necessary to constitute a board for the trans- 
action of business. 

Sec. 80. Every officer, agent, or clerk of said bank or branches, who shall 
wilfully and knowingly subscribe or make false statements, or false entries in 
the books of such bank or any branch, or shall wilfully and knowingly sub- 
scribe or exhibit false papers with the intent to deceive any person authorized 
tu examine or inquire as to the condition of said corporation, or shall wilfully 
and knowingly subscribe or make false reports, shall be deemed guilty of felony, 
and shall be subjected to imprisonment at hard labor in the state prison, forsuch 
term of years as the jury trying the case may think proper; and likewise any 
commissioner or examiner wilfully and knowingly subscribing or making any 
false report, shall be deemed guilty of felony and subjected to like penalties. 

Sec. 81. Any officer, agent, or clerk employed in said bank or any 
branch, who shall embezzle or appropriate the property or funds of said bank 
or any branch, with the intent to cheat and defraud the same, shall be deemed 
guilty of felony and punished in like manner. 

SEc. 82. The capital stock of said bank shall be one million six hundred 
thousand dollars, in shares of fifty dollars each, one-half thereof to be sub- 
scribed for, and owned by the State of Indiana, and the other half by indi- 
viduals or corporations. 

SEc. 83. The said capital stock shall be equally divided among the several 
branches hereby created, making the sum of one hundred and sixty thousand 
dollars at each branch, and if at any time that amount cannot be profitably 
used in any branch, the directors of the State Bank by and with the consent of 
the directors of such branch, may withdraw such portion of the state capital 
as cannot be profitably employed in said branch, and place it in such of the 
other branches as can most advantageously use the same; and such portion, 
when placed in a branch, shall, for the time it shall remain therein, be con- 
sidered as so much of an addition to its capital and it may govern its opera- 
tions accordingly ; and the branch from which such state stock is taken, shall 
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be regulated in its operations according to its remaining capital; and the 
directors of the State Bank may, when they deem it expedient, withdraw such 
portion of the state stock from any branch, for the purpose of being replaced 
as state stock in the branch from which it shall have been taken, or in any 
new branch that shall be organized, or in any of the other branches. 

Sec. 84. The directors of the State Bank after giving thirty days’ notice 
in all the newspapers of this state, shall cause to be opened books for the sub- 
scription of stock at such places within the districts aforesaid as they may desig- 
nate for the location of branches, under the direction of three commissioners, 
whom they shall appoint. Said books to be kept open between the hours of 
g and 12 o'clock A.M. of each day for the space of thirty days. 

Sec. 85. If stock to the amount of eighty thousand dollars shall be 
subscribed within said time for either of the branches aforesaid, it shall be the 
duty of the commissioners having charge of the stock subscription books, to 
examine as to the responsibility of the subscribers for the stock, and if by 
them deemed responsible, or not, to make their report accordingly in writing 
under their signatures, to the directors of the State bank without delay. 

Sec. 86. If on closing the books at any of said places it shall be found 
that more than eighty thousand dollars have been subscribed for any branch, 
the excess shall be taken first from such as reside out of this state; then from 
corporations, and should there still be an excess, the same shall be taken in 
proportion from the subscriptions over five hundred dollars until all are 
reduced to that amount, then from all equally, until the whole amount shall 
not exceed eighty thousand dollars. 

Sec. 87. If a sufficient amount of stock shall be subscribed for by respon- 
sible persons at any of the branches, it shall be the duty of the State Bank 
directors, as soon as they can ascertain when said branches can be furnished 
with the capital on the state stock in said branches, to give notice to the sub- 
scribers for stock, of the time when the first payment on their stock shall be 
made, which notice shall be by publication in the nearest newspaper to each 
branch, sixty days before any payment shall be required to be made. 

SEc. 88. The directors of the State Bank at the time of giving the notice 
as to the payment of the first instalment on the stock, shall also, in like man- 
ner, give notice, that an election will be held on the day succeeding that 
appointed for the payment of the stock, between the hours of Io A.M. and 4 
o'clock Pp. M. of said day, at some public place, at the point where the branches 
shall be located, for the election of directors on the part of the stockholders 
in their respective branches. 

SEC. 89. In case of failure, on the part of any subscribers for said stock 
to meet the first instalment, the commissioners having in charge the subscrip- 
tion books for stock, shall immediately re-open said books and keep the same 
open for the space of twelve hours, for the purpose of permitting subscriptions 
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for such share or shares on which payment has failed to be made; and should 
there be more subscribers than there are shares to be subscribed for, prefer- 
ence shall be given to such as are not holders of shares, and the shares shall 
be equally distributed among the remaining subscribers; and if the number 
of subscribers shall still more than equal the number of shares to be taken, 
those who shall have shares shall be decided by lot, under the direction of said 
commissioners. 

SEC. 90. The subscribers for stock at each of the branches shall, at the 
time appointed by the president and directors of the State Bank, pay, in specie, 
the sum of thirty thousand dollars to the commissioners having charge of the 
stock subscription books for the respective branches, as the first payment on 
their stock ; and the residue of said stock shall be paid in specie in two 
equal annual instalments: and each resident stockholder in said branches 
shall have the right of having the instalments that shall become due on his 
stock paid for by the state of Indiana, in specie, to the proper branch, upon 
securing the amount of the same to the state, to be repaid on or before the 
expiration of nineteen years from the year eighteen hundred and thirty-four, 
with interest thereon at the rate of six per cent. per annum, payable semi- 
annually, by giving a bond and mortgage on the fee simple of unincumbered 
real estate, the fair cash vaiue of which shall be (exclusive of perishable 
improvements) at least equal to twice the amount of such loan. The said 
bond and mortgage to be taken in the manner and subject to the provisions 
hereinafter specified. 

SEC. 91. As soon as the stock shall have been subscribed and paid for, at 
any of the branches as aforesaid, it shall be the duty of the president and 
directors of the State Bank to subscribe for eighty thousand dollars of stock 
in such branch, on the part of the state; of which fifty thousand dollars in 
specie shall be paid by the president and directors of the State Bank, to such 
branch at the first general meeting of the board of directors of the State 
Bank after the organization of the board of directors of any such branch ; 
and at the same time the president and directors of the State Bank shall 
give to the president and directors of the branch an order on the commission- 
ers for the subscription of stock, for the payment of the thirty thousand dol- 
lars paid on the stock of said branch. And the residue of the state stock 
shall be paid in like manner, in two equal annual instalments from the time 
of said general meeting of the president and directors of the State Bank. 

SEC. 92. When the president and directors of the State Bank and branches 
shall have been qualified by taking their oath or affirmation of office,and shall 
have organized themselves and informed the governor of the state that the 
State Bank and branches are prepared to enter upon the business of banking, 
he shall, by proclamation, authorize said State Bank and branches to com- 
mence their banking operations. 
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SEC. 93. At the first general meeting of the board of directors of the 
State Bank they shall deliver to the president and directors of each branch 
the by-laws, rules, and regulations for the same, together with the bills, notes, 
checks, books, and papers provided for such branch, taking the necessary 
receipts therefor; and also for the amount of stock, paid on the part of the 
state, in such branch; a duplicate of which receipts shall be filed by the presi- 
dent and directors of the State Bank, in the office of the treasurer of state. 

Sec. 94. Should any failure of payment on the first, or any subsequent 
instalment, take place on the part of any subscribers for said stock, then and 
in such case the party failing shall forfeit and pay, if for the first instalment, 
the sum of ten dollars per share to the president and directors of the State 
Bank, to be recovered by an action of debt; and in case of a failure to pay 
any subsequent instalment at the time required by this charter, the president 
and directors of the branch shall be at liberty to sell and transfer any such 
share or shares of stock at public auction, after giving ten days’ notice 
thereof in writing, put up at the door of said branch bank; and any sur- 
plus remaining, after paying the amount due and incidental charges, with 
ten per cent. on the amount paid on such share or shares on which such instal- 
ment shall be due, shall be paid over to the owner or owners of such stock 
previous to the sale thereof; and, if the same cannot be sold for sufficient 
to pay up the instalment then due thereon, the same shall be forfeited and 
become the property of the proper branch. 

SEC. 95. The dividends declared by the directors of the state bank, on 
the state stock, and on such portions of the stock belonging to the other 
stockholders who have had their stock paid for through the medium of the 
state loan, and which shall not have been paid for by such stockholders, shall 
be paid by the directors of the State Bank and branches to the board of 
commissioners of the sinking fund, and not otherwise, unless upon the written 
instructions of the board to that effect. And it shall be the duty of the 
directors of the state bank to ascertain, at the times of making their divi- 
dends, the amount due of the loan, on the part of the state, to such stock- 
holder, and declare the dividend thereon accordingly; and the dividends 
accruing on the stock, or such portions of the stock as shall not be required 
to be paid to said board, shall be paid, on demand, to the holders thereof 
respectively, except in cases expressly provided by this charter. 

SEc. 96. In case the amount of such divided on individual stock so herein 
provided to be paid to the commissioners of the sinking fund shall not be suffi- 
cient to pay the interest due from the owner of such stock for the money so 
loaned to him by the state, then it shall be lawful for said commissioners to 
demand and receive of said bank a sufficient sum from the dividends due on 
the residue of the stock of such owner, as will pay the balance of such 
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SEc. 97. It shall not be lawful for said bank or any branch to discount 
or receive any note or other evidence of debt in payment of any instalment 
due, or to become due on any shares of stock, or with the intent of providing 
the means of making such payment, or to receive or discount any note or evi- 
dence of debt, with the intent of enabling any stockholder to withdraw any 
part of the money paid in by him on his stock; nor shall said bank or any 
branch make any loan of its specie, or discount or receive any note or other 
evidence of debt for the purpose of furnishing means for any new branch to 
organize, or to enable any subscriber for, or holder of, shares of the stock of 
any branch, to make payment of any instalment due thereon. 

Sec. 98. It shall not be lawful for said bank and branches at any time 
to have a greater amount of debts due to said bank and branches, than twice 
the amount of the capital stock actually paid in; nor shall said bank and 
branches, owe or be indebted in a larger sum than twice the amount of its 
capital paid in, exclusive of sums due on deposits; nor shail any branch at 
any time have due or owing to it, or be indebted, exclusive of deposits, in a 
larger sum than twice the amount of its capital stock actually paid in, with- 
out express permission from the board of directors of the State Bank ; and 
such permission shall only be given in cases where one branch shall loan to 
another branch a part of its funds, to be used for a definite time, and such 
permission shall only extend to such period of time; and in case of excess, 
the directors under whose administration it shall happen, shall be liable for 
the same in their individual and private capacities, in an action of debt 
against them, or any of them, in any court competent to try the same, by any 
of the creditors of said bank or the bank itself, and may be prosecuted to 
judgment and execution, any condition, covenant or agreement to the con- 
trary notwithstanding; but this shall not be construed to exempt the said 
bank, or the lands, tenements, goods, chattels, money or effects of the same, 
from being also liable for, and chargeable with such excess. And any 
director or directors, who may be absent when such excess is created or 
contracted, or who may have dissented from the resolution or act, whereby 
the same was created or contracted, may respectively exonerate themselves 
from being so liable by causing or requesting, in writing, at the time, his 
or their dissent, to be entered on the minutes of the board, and by forth- 
with giving notice, of his or their absence or dissent, to the governor of 
the state, and to the stockholders by giving notice thereof in some news- 
paper published near said bank or branch. 

SEC. 99. Every director not present at the meeting when such excess 
shall be created or contracted, shall, nevertheless, be deemed to have been 
concerned therein, if the same shall appear on the books of the board, and 
he remain a director for six months thereafter, and does not within that time 
give notice of the same, as required in the preceding section. 
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Sec. 100. The insolvency of said bank or any branch shall be deemed 
fraudulent unless its affairs shall appear, upon investigation, to have been 
fairly and legally administered, and generally with the same care and dili- 
gence that agents, receiving compensation for their services, are bound by 
law to observe; and it shall be incumbent on the directors and stockholders 
of the bank, or any branch, should the same become insolvent, to repel by 
proof the presumption of fraud. 

SEc. tor. In case of the fraudulent insolvency of said bank or any branch, 
the president and directors of said bank or branch, respectively, by whose 
acts or omissions the insolvency was wholly, or in part occasioned, and 
whether then in office or not, shall each be liable, in the first instance, to the 
creditors and stockholders of said bank or branch, or any or either of them, 
for his proportional share of their respective losses; the proportion to be 
ascertained by dividing the whole loss among the whole number of directors 
liable ; and if any such president or director shall be unable, by reason of being 
insolvent, or for any other cause to pay his proportional part of such loss, 
then the residue of said loss shall be borne and paid in equal parts by the 
remaining directors liable as aforesaid, until the whole loss shall be reim- 
bursed, or the whole property, rights, credits, and effects of each of said 
directors shall have been exhausted toward the payment of such loss; but 
this section shall not be construed to diminish the liability of directors as 
before declared. 

SEc. 102. If the moneys remaining due to the creditors of said bank or 
any branch whose insolvency shall be adjudged fraudulent, after distribu- 
tion of its effects, and after the property, rights, credits, and effects of the 
president and directors of such insolvent bank or branch shall have been 
exhausted, shall not be paid by the stockholders, the deficiency shall be made 
good by the contributions of the stockholders of the branch becoming insol- 
vent. The whole amount of the deficiency shall be assessed on the whole 
number of shares of the capital stock of said branch, and the sum necessary 
to be paid on each share shall then be ascertained, and each stockholder 
shall be liable for the sum assessed on the number of shares held by him 
not exceeding the nominal amount of such shares, in addition to the sums 
paid, or which he may be liable to pay, on account of those shares; but, 
before such contribution shall be required, or assessment made, on any shares 
where the whole stock had been paid, the instalments unpaid on any shares 
shall be required to be paid up, and the estimate of the deficiency made 
accordingly. 

Sec. 103. For the purpose of providing funds on the part of the state to 
pay her subscription of stock in said bank and afford to her citizens, who 
may become stockholders therein, the ability of paying up their second and 
third instalments of stock, the commissioners of the canal fund are hereby 
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authorized and directed to contract on the part of this state, a loan of one 
million three hundred thousand dollars, or so much thereof as shall be 
required for the purposes of this act, at a rate of interest not exceeding five 
per cent. per annum, redeemable after twenty and within thirty years, at the 
pleasure of the state; for the payment of which and the interest thereon, at 
such time and place as agreed upon, the faith of the state is hereby irrevo- 
cably pledged. Previously however, to said fund commissioners performing 
any duties by this section provided, they shall enter into bond with good 
security, in a penalty to be fixed by the treasurer of state, payable to the state 
of Indiana, conditioned well and truly to perform the trust reposed in them,, 
and to pay over all moneys to the president and directors of the State Bank 
of Indiana, which they may receive, on account of any contract or loans 
made by them, in behalf of the president and directors of the State Bank of 
Indiana ; which bond shall be approved by the treasurer of state, and when 
so approved it shall be his duty to cause it to be filed in the office of the 
secretary of state. 

SEc. 104. Said loan shall be so negotiated from time to time as to be 
drawn for by instalments as follows: not exceeding five hundred thousand 
dollars when the said bank shall be ready to receive the same for business, 
and the residue in two annual payments thereafter; such instalments to be 
varied in amount to suit the number of branches that shall organize under 
the provisions of this act. 

SEC. 105. The said commissioners or a majority of them, shall have 
power to issue bonds for said loan executed by them payable to order or 
bearer, copies of which bonds shall be filed in the office of the secretary of state. 

SEC. 106. Said commissioners shall receive the same per diem compen- 
sation for their services herein as now allowed them, also their expenses: to 
be adjusted by the directors of the State Bank. 

SEC. 107. Said fund commissioners shall make report to the general 
assembly fully of their proceedings herein; they shall keep a record of their 
proceedings; shall pay over the said loan on the order of the president and 
directors of the State Bank, and take and preserve all proper drafts and 
vouchers therefor. 

Sec. 108. That it shall be lawful for the general assembly, by and with 
the consent of the president and directors of the State Bank and of the pres- 
ident and directors of each branch, and not otherwise, to make such amend- 
ments and alterations in this charter as may be found expedient: Provided, 
That said bank or any of its branches, shall not be authorized by any such 
amendment to suspend or refuse the payment of specie for its notes, bills, 
or obligations; or for any moneys received upon deposit, and that no such 
amendment shall be made, the faith of the state is hereby pledged to the 
creditors of said bank and branches. 
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SEC. 109. The state reserves the power of making provision hereafter for 
the investment of the proceeds of the sales of the college lands, lands 
reserved for the use of township schools, and saline reservations, and such 
other corporate or state funds which may be deemed expedient, as stock in 
said bank under such regulations as will secure the safety of the same, and 
make them more productive and guard the rights of those concerned. 

Sec. 110. That the president and directors of the State Bank, first elected 
by the state shall have power to organize themselves as a board of directors 
of the State Bank, by taking the oath or affirmation and giving bond as herein 
required, and shall, when so organized, have power to open or cause to be 
opened the books of subscription and to locate and organize the branches 
herein authorized, to procure plates, and cause paper to be struck and to do 
and perform all those things requisite and necessary to put the said branches 
in operation, anything in the sixty-fourths ection of this act, to the contrary 
notwithstanding. 

Sec. 111. That it shall not be lawful for the said bank, after the first o 
January, eighteen hundred and fifty-seven, to discount, loan money, or do any 
other banking business, and all the powers herein conferred shall cease, 
except those incidental and necessary to collect and close up its business. And, 
the general assembly hereby retains the power at any time after the said first 
of January, eighteen hundred and fifty-seven, to establish a new bank and 
branches, notwithstanding the privilege herein conferred. 

Sec. 112. This act shall be taken and received in all courts, and by all 
judges and magistrates, and other persons as a public act: and all printed 
copies of the same, which shall be printed by or under the authority of the 
general assembly, shall be admitted as good evidence thereof, without any 
other proof whatever. 

SINKING FUND. 

SEc. 113. There shall be created a fund to be called the sinking fund, 
which shall consist of all unapplied balances of the loan or loans procured on 
the part of the state for its stock in the State Bank, or for the purpose of 
being loaned to stockholders to enable them to meet their stock instalments in 
the bank; the semi-annual payments of interest on the state loans to stock- 
holders, and the sums that shall be received in payment of said loans; the 
dividends that shall be declared and paid by the State Bank on the state 
stock, and the dividends accruing on such portions of the stock belonging to 
the other stockholders as shall have been paid for by the loan on the part of 
the state, and which shall not have been repaid by such stockholders. 

Sec. 114. The principal and interest of said sinking fund shall be 
reserved and set apart for the purpose of iguidating and paying off the loan or 
Zoans and the interest thereon, that shall be negotiated on the part of the state 
for the payment of its stock in the State Bank, and the second and third 
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instalments on the shares of the other stockholders in said bank, and shal/ not 
be expended for any other purpose, until said loan or loans, and the interest 
thereon, and incidental expenses shall have been fully paid; and after the 
payment of said loan or loans, the interest and expenses, the residue of said 
fund shall be a permanent fund, and appropriated to the cause of common 
school education in such manner as the general assembly shall hereafter direct. 
SEc. 115. The president and directors, on the part of the state, of the 
State Bank, shall constitute a standing board of commissioners of the sinking 
fund, and the president of said bank shall be the president of said board, and 
the cashier of said bank shall be the clerk of said board. They shall have 
the superintendence and management of said fund under such powers and 
restrictions as are conferred orimposed by this act, or the legislature from time 
to time shall prescribe. It shall be the duty of said board to loan all moneys 
belonging to said fund, and examine the title to all real estate mortgaged to 
the state to secure the loans made by the state to the stockholders in the 
State Bank, and the loans made by said board of moneys belonging to said 
fund; to ascertain and determine the value of such real estate; to take the 
necessary bonds and mortgages to secure the payment of any such loans and 
the interest thereon; to receive and collect the amount due of the principal or 
interest of any such loans; and in the examination of the title to real estate, 
fixing the value thereof and the amount for which it is to be mortgaged, the 
amount of the loan, its duration and rate of interest, the nature of the mort- 
gage, the registering, cancelling, or foreclosing thereof and in the making and 
collecting any of said loans with the interest thereon, the said board shall be 
governed in all respects by the provisions of the several acts authorizing the 
loaning of the seminary funds, except on /oams made by the state to stock- 
holders in the State Bank, the time for the payment of the principal and 
interest of said loans shall be regulated by this charter. The said board shall 
receive and collect from the State Bank the semi-annual dividend that shall 
be declared on the state stock, and on such portions of the stock of other 
stockholders as shall have been paid for through the medium of the state 
loan, and which shall not have been repaid by such stockholders to said board. 
SEc. 116. It shall be the duty of said board to see that the interest is 
promptly paid on the state loan or loans made for the payment of its stock, 
or that of the other stockholders, in the State Bank; and, for this purpose, 
they shall have the right to command the services of the president and direc- 
tors of the State Bank, free of charge, to pay the same; and it shall be the 
duty of said bank to pay said interest on said loan or loans, when required 
by said board, the said bank to be reimbursed, for the amount of interest 
thus paid, by said board, and all exchange and expenses actually incurred. 
Sec. 117. Said board shall make all necessary arrangements for meeting 
any legal charges or requisitions on said fund, and pay and discharge the 
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same in the manner prescribed by law. They shall keep in a book, to be 
provided for that purpose, full accounts of all their acts and proceedings, and 
an account shall be kept showing in detail the receipts, loans, and disburse- 
ments of said fund; separate books shall be kept, in which shall be entered 
the amount of the receipts of dividends on the state stock in the bank, and an 
account of each stockholder, that is required to be paid to said board; and after 
the payment of the interest due on the loan of any such stockholder to the state, 
out of said dividends, or otherwise, the residue of such dividends shall be 
applied tothe payment of his loan, and shall be credited on his bond and mort- 
gage by said board; and when such bond and mortgage shall be satisfied by 
said dividends, or otherwise, the same shall be cancelled, and the bank divi- 
dends on the stock of such stockholder shall not be paid to said board, but to 
the owner of said stock. 

Sec. 118. The said board shall annually report to the legislature, during 
the first week of its session, giving a full and detailed statement of the oper- 
ations and situation of said fund. 

SEC. I19. The president and commissioners of said board, the clerk, and 
all its agents, shall each, before entering on their duties, take an oath or 
affirmation faithfully to discharge the duties assigned them, a certified copy of 
which shall be filed in the office of the treasurer of the state. The said presi- 
dent, commissioners, and clerk shall severally give a bond to the state of 
Indiana, with such securities as shall be approved of by the governor, in the 
sum of fifty thousand dollars, conditioned for the faithful performance of the 
duties of their office, the amount of which bonds may be enlarged from time 
to time, or one or more additional bonds required, as the legislature may 
require, which bonds shall also be filed in the office of the treasurer of state. 

SEC. 120. The said commissioners for each and every day they may be 
necessarily engaged in the discharge of the duties of their office, shall each 
be allowed two dollars per day; and they shall make such allowance for the 
services of their clerks and agents as shall be a fair and reasonable compen- 
sation therefor, which sums with the incidental expenses or stationery, etc., 
for said board, shall be paid out of said fund, and an account thereof be 
embraced inthe annual report of said board. The legislature reserves the right 
of changing the amount of the compensation of any of the officers in this sec- 
tion mentioned other than that of the president. 

Sec. 121. The board of commissioners of the sinking fund shall be 
authorized to employ, as agents, the directors on the part of the state, in any of 
the branches, for the purpose of making and securing any loan, or to collect 
the same or the interest thereon, or the dividends coming to said fund from 
any branch of which agents are directors, the said board being responsible for 
the acts of such agents. 

SEC. 122. This act shall be in force from and after its passage. 


# 
) 
‘ 
« 

3 £ 

{ 

i ie 
7 

‘ 
= 
¢ 
1 
4 
) 
i 


x 


